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SECURITIES EXCHANGE ACT 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10322/August 3, 1973 


The Securities and Exchange Commission today announced 
that the temporary suspension of over-the-counter trading 
in the common stock of Aadan Corporation (‘‘Aadan’’), a 
Colorado corporation with offices in Anaheim, California, 
will terminate at midnight (EDT) on August 5, 1973. 


The Commission initiated the trading suspension on 
March 19, 1973 because of the unavailability of current 
adequate and accurate information concerning the com- 
pany, its operations and financial condition and because 
of questions as to the ownership and valuation of the 
company’s principal asset, certain Nicaraguan realty. The 
Commission’s suspension order called attention to Aadan’s 
January 25, 1973 letter to its shareholders announcing an 
agreement with Rotary Power International, Inc. (““RPI"’) 
whereby Aadan would acquire rights to certain rotary 
powered engines but which failed to disclose Aadan’s 
obligations thereunder. The Commission's order also noted 
that Aadan was delinquent in required filings with the 
Commission. 


On July 31, 1973 the Commission filed a complaint in 
the United States District Court for the Central District of 
California naming as defendants Aadan and Delbert A. 
Freeman, a vice-president of Aadan, seeking an injunction 
to prohibit further violations of the anti-fraud and peri- 
odic reporting provisions of the federal securities laws. 
The complaint alleges that the financial statements of 
Aadan and its predecessor Globe Hill Company at Septem- 
ber 30, 1971, December 31, 1971 and December 31, 
1972 do not fairly reflect the company’s financial condi- 
tion and are fraudulent. In its complaint the Commission 
alleges, among other misstatements contained in said fi- 
nancial statements, that the Nicaraguan realty is carried 

at $3.6 million based on an appraisal, and should properly 
be carried at its cost, which, according to Aadan’s April 5 
press release, is approximately $26 thousand. The com- 
plaint further alleges that no annual report on Form 10-K 
for the year ended December 31, 1972 and certain quart- 
erly reports on Form 10-Q have been filed by Aadan as 
required by the Securities Exchange Act of 1934. 


On April 5, 1973 Aadan released to the news media a 
statement advising, among other things, that it had issued 
under the aforesaid acquisition agreement 6,000,000 
shares of its common stock to RPI. Aadan has subsequent- 
ly informed the Commission’s staff that while these shares 
have been issued the shares are subject to the terms of 

the agreement with RPI which contains a condition of 
approval by Aadan’s shareholders. According to Aadan, 

as of December 31, 1972, approximately 5,569,069 shares 
of common stock were outstanding. 


The company’s April 5 release further advised that the 
acquisition agreement, which is subject to approval by 
Aadan’s shareholders, requires Aadan to assume payment 
of approximately $200,000 in notes to Beloit College for 
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rights to the rotary engines, $50,000 of which is past due 
and $150,000 of which is due November 17, 1973. Ac- 
cording to a balance sheet of Aadan supplied to the Com- 
mission's staff, Aadan had $1,201.15 in cash on Decem- 
ber 31, 1972. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10323/August 9, 1973 


The Securities and Exchange Commission announced that 
the temporary suspension of over-the-counter trading in 
the securities of Paragon Securities Co. will terminate on 
August 11, 1973, at midnight (EDT). 


On August 1, 1973, the Commission filed a civil action in 
the U.S. District Court for the District of New Jersey, 
alleging, in part, violations of the broker-dealer registra- 
tion provisions, the anti-fraud provisions and the reporting 
requirements of the Federal securities laws against Paragon 
Securities Co., its principal officers and subsidiaries. 


In essence, the Commission’s complaint alleges that Para- 
gon Securities Co. while purportedly dealing only in 
municipal bonds was in fact dealing in other securities 
and failed to register as a broker-dealer with the Commis- 
sion. Additionally, the complaint charged violations by 
Paragon for filing false and misleading statements in 
annual and periodic reports filed with the Commission 
with respect to its line of business and other matters. 
Moreover, the complaint charged the defendants with vio- 
lations of the anti-fraud and prophylactic provisions of 
the securities acts in allegedly abusing their discretionary 
authority with respect to various accounts; purchasing 
and selling securities at prices unreasonably related to the 
current market price of such securities, and employing 
high pressure sales techniques to accomplish such fraudu- 
lent ends. Additionally, the complaint charges that the 
defendants made numerous fraudulent mis-statements of 
material facts and omitted to state material facts concern- 
ing Paragon’s relationship with its customers; the prices 
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at which securities were being sold; and its interest in the 
distribution of certain bonds it was selling. 


On August 6, 1973, a petition for involuntary bankruptcy 
was filed in the United States District Court for the Dis- 
trict of New Jersey. The referee in that Court appointed 
on that same day a temporary receiver of Paragon Secu- 
rities Co. 


The temporary trading suspension was initiated because of 
a lack of accurate public information concerning the re- 
sults of the company’s operations. The Commission was 
notified by counsel for Paragon Securities Company that 
reported earnings for the fiscal year ended October 31, 
1972, may have been overstated and that reported earn- 
ings for the first quarter of the current fiscal year may 
have been understated by an amount approximately equal 
to the prior year’s overstatement. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 


which is in violation of said rule, the Commission will con- 


sider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10324/August 7, 1973 


Admin. Proc. File No. 3-3440 
In the Matter of 


JOHN PAUL O’ROURKE 

doing business as 

J. P. O,ROURKE AND COMPANY 
141 West Jackson Boulevard 
Chicago, Illinois 

(8-6735) 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these proceedings under the Securities Exchange Act, 
John Paul O’Rourke, doing business as J. P. O’Rourke 
and Company (“registrant”), a registered broker-dealer, 
has submitted an offer of settlement. Solely for the pur- 
pose of these and any other proceedings pursuant to Sec- 














o757 o.cowr., *vov ry 


= 


a a er ee) a ee, ee ee ee ee, oe | 


tions 15(b), 15A and 19(a)(3) of the Exchange Act, Sec- 
tion 10(b) of the Securities Investor Protection Act, Sec- 
tions 203(e) and (f) of the Investment Advisers Act and 
Section 9(b) of the Investment Company Act, registrant 
admits the allegations in the order for proceedings and 
consents to findings of willful violations as alleged in that 
order and to the imposition of certain sanctions. 


After consideration of the offer of settlement and on the 
recommendation of its staff, the Commission determined 
to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that, during the period from about 
November 1, 1970 to December 16, 1971, registrant will- 
fully violated Sections 15(c)(3) and 17(a) of the Exchange 
Act and Rules 15c3-1 and 17a-3 thereunder in that he 
effected transactions in securities when his aggregate in- 
debtedness to all other persons exceeded 2000% of his 

net capital and he did not have or maintain net capital of 
at least $5,000, and made false entries in his books and 
records to conceal his net capital deficiencies. 


The offer of settlement provides that registrant’s broker- 
dealer registration may be revoked, and that he may be 
suspended from association with any registered broker- 
dealer for a period of 60 days after which he may not be 
employed by any such broker-dealer in a supervisory 
capacity or in a capacity which involves any back office 
operation. After the suspension period, O’Rourke will file 
an affidavit with the Chicago Regional Office of the Com- 
mission stating that he has complied with the terms of his 
suspension. Upon obtaining employment after such period 
with any registered broker-dealer, he will cause his em- 
ployer to submit an affidavit to the Chicago Regional 
Office stating the nature of his employment, the names 
of his supervisors, and the nature of supervision. O’ Rourke 
will cause a similar affidavit to be submitted to the 
Chicago Regional Office by each subsequent broker-dealer 
employer. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that, effective August 20, 
1973, and subject to the terms and conditions set forth 
above, the registration as a broker and dealer of John 
Paul O’Rourke, doing business as J. P. O’Rourke and 
Company, be, and it hereby is, revoked, and that John 
Paul O’Rourke be, and he hereby is, suspended from 
association with any registered broker-dealer for a period 
of 60 days after which he may not be employed by any 
such broker-dealer in a supervisory capacity or in the 
capacity which involves any back office operation. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt — 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10325/August 7, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18054/August 7, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7927/August 7, 1973 


DENIAL OF PETITION SEEKING TO AMEND RULES 
PROMULGATED UNDER SECTION 14(a) OF THE 
SECURITIES EXCHANGE ACT OF 1934 


In Securities Exchange Act Release No. 9822 (October 
17, 1972)* the Commission sought public comment con- 
cerning the merits of a petition requesting that the Com- 
mission amend its rules under Section 14(a) of the Securi- 
ties Exchange Act of 1934, 15 U.S.C. 78n(a), to require 
disclosure in proxy soliciting materials or in corporate 
annual reports of information required to be filed with 
the Congress or with the Comptroller General under the 
Federal Election Campaign Act of 1971, P.L. 92-225, 86 
Stat. 3, concerning “the establishment, administration and 
solicitation of contributions to a separate segregated fund 
to be utilized for political purposes by a corporation... .” 
as permitted by Section 205 of that Act. The Commission 
has denied the petition for reasons set forth in a letter 
dated May 9, 1973, the text of which is as follows: 


“The Commission has considered the petition that you 
filed on behalf of Public Citizen, Inc., and National Com- 
mittee for an Effective Congress. The petition urges that 
the Commission amend its rules and forms under Section 
14(a) of the Securities Exchange Act of 1934, 15 U.S.C. 
78n(a), to require disclosure in proxy solicitation material 
or in corporate annual reports of information required to 
be filed with the Clerk of the House of Representatives, 
the Secretary of the Senate or with the Comptroller Gen- 
eral under the Federal Election Campaign Act of 1971, 
P.L. 92-225, 86 Stat. 3. That information relates to “the 
establishment, administration and solicitation of contribu- 
tions to a separate segregated fund to be utilized for 
political purposes by a corporation ..., " as permitted 
by Section 205 of that Act. 


As you are aware, for reasons set forth in a letter to you 
dated August 25, 1972, the Commission originally de- 
clined to adopt the proposed rule changes, but thereafter 
agreed to reconsider the matter and sought public com- 
ments on the petition. See Securities Exchange Act Re- 
lease No. 9822 (October 17, 1972). The Commission has 
now fully considered the reasons advanced in the petition 
for the adoption of the proposed rule changes and the 
public comments received. We note that the petition calls 
for the inclusion of the material in the issuer’s annual 
report to shareholders, or alternatively, if the Commission 
determines that this is more appropriate, disclosure in the 
issuer’s proxy statement. Since the Commission’s authority 
and responsibility to prescribe the content of the annual 
report to stockholders is, if anything, more limited than 
its authority to prescribe the content of proxy materials, 
and in view of the fact that this authority as to the annual 
report has been exercised only to require the inclusion of 
certified financial statements, and the avoidance of mis- 
leading statements, both of which are of obvious import- 
ance to investors whose vote is solicited, we will hereafter 
treat the petition as addressed to the content of the 
issuer’s proxy material. For the following reasons the 
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Commission does not consider it necessary or appropriate 
in the public interest or for the protection of investors to 
amend its rules and forms as the petition suggests. 


Under Section 14(a) of the Securities Exchange Act, 15 
U.S.C. 78n(a), it is unlawful for any person by use of the 
mails or facilities of interstate commerce to solicit proxies 
with respect to the securities of certain issuers “in con- 
travention of such rules and regulations as the Commis- 
sion may prescribe as necessary or appropriate in the pub- 
lic interest or for the protection of investors ...." As 
the Court of Appeals for the District of Columbia Circuit 
has recognized concerning the provisions of another of the 
federal securities laws: 


“* ‘Words like “‘public interest’’ and the interest of ‘‘in- 
vestors or consumers,”’ though of wide generality, take 
their meaning and definition from the substantive provi- 
sions and purposes of the Act.’ ”’ 


Alabama Electric Cooperative, Inc. v. Securities and Ex- 
change Commission, 353 F. 2d 905, 907 (1965), cer- 
tiorari denied, 383 U.S. 968 (1966) (Public Utility Hold- 
ing Company Act). The Supreme Court observed that 
Section 14(a) of the Securities Exchange Act 


“stemmed from a congressional belief that ‘[f] air cor- 
poration suffrage is an important right that should attach 
to every security bought on a public exchange.’ H.R. Rep. 
No. 1383, 73d Cong., 2d Sess., 13. The provision was 
intended to promote ‘the free exercise of the voting 
rights of stockholders’ by ensuring that proxies would be 
solicited with ‘explanation to the stockholder of the real 
nature of the questions for which authority to cast his 
vote is sought.’ /d., at 14; S. Rep. No. 792, 73d Cong., 
an See, 2. . * 


Mills v. Electric Auto-Lite Co., 396 U.S. 375, 381 
(1970); accord, J. |. Case Co. v. Borak, 377 U.S. 426, 
431 (1964). It is in the context of these legislative pur- 
poses that the Commission must weight the necessity or 
appropriateness of rules and regulations relating to proxy 
solicitations. Having fully considered the various argu- 
ments advanced in the petition 1 and presented in those 


public comments that are favorable to the petition, includ- 


ing your own, as well as the majority of comments, which 
opposed the proposal, the Commission finds countervail- 
ing considerations to be of greater importance in evaluat- 
ing what the “‘public interest’ and the “‘protection of 
investors’ requires or permits in the context of Section 
14(a) and declines to adopt the rules proposed. 


The Commission, of course, gives due consideration to the 
public policy implications of all relevant statutes when it 
considers what the public interest may require or permit 
under the federal securities laws. We accordingly note, as 
pointed out in the petition, that Section 308(a)(10) of 
the Federal Election Campaign Act of 1971 (“FECA”) 
expresses a policy ‘‘to assure wide dissemination” of 
materials prepared under that Act. The Congress, however, 
expressly specified the channels by which this dissemina- 
tion was to be accomplished and did not include proxy 
material under the Securities Exchange Act of 1934. We 
cannot assume that the channels chosen by the Congress 
are inadequate for its purposes or that the agencies with 
whom the responsibility is placed will not adequate- 
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ly discharge that responsibility. 


Section 14(a) through (c) of the Securities Exchange Act, 
in essence, authorized the Commission to regulate the 
solicitation of proxies. Section 14(c), which was added 
amendment in 1964, tends to confirm the pre-existing in- 
terpretation of the Commission that such regulation is 
primarily intended as a disclosure scheme designed to pro- 
vide shareholders with information necessary or appropri- 
ate to an informed vote upon the issues which will be 
considered at the meeting for which proxies are solicited. 
We recognize that the information referred to in the peti- 
tion may have some relevance to the votes of some stock- 
holders under some circumstances. The particular interests 
cited by the petition in this regard are that the proposal 
would provide general information concerning the fact 
that some amount of time of officers and employees of 
the corporation may be devoted to activities which do not 
contribute to the corporation’s proceeds, and secondly, 
that some shareholders may be interested in the informa- 
tion which would be provided concerning the political 
preferences of certain officers and employees. As to the 
first ground, no specification as to the time and expense 
involved is called for by the petition or could readily be 
furnished, and more significantly, this type of argument 
would be applicabie to a great number of other activities 
by corporate officers and employees, such as charitable 
drives, savings bond drives, etc. The relevance of this kind 
of general data to an informed vote seems peripheral. 


As to the second ground, the Commission, generally 
speaking requires disclosure in proxy material of the 
activities of officers and employees of a corporation only 
where this has a rather direct bearing upon the qualifica- 
tions of nominees for corporate office or where a possible 
conflict of interest may exist. The only significant excep- 
tion to this policy is the matter of executive compensa- 
tion in all forms, and this not only is a cost borne by the 
stockholders, but also might be regarded as involving a 
conflict of interest between the recipients of such com- 
pensation and the shareholders who pay it. The Commis- 
sion has generally thus limited the type of disclosure con- 
cerning individuals not only out of considerations of rele- 
vance, but also in order to avoid unnecessary invasions of 
personal privacy. Compulsory disclosure of political pref- 
erences raises a sensitive issue on the latter point. For 
example, a problem of this nature would be created if 
the Commission were to directly require disclosure of the 
political party of which each officer or director was a 
member, and the Commission hesitates to do this indi- 
rectly and only as to some, depending upon the manner 
in which they make political contributions and the 
amount thereof. In this connection, we do not believe, as 
suggested in the petition, that disclosure of the political 
preferences of certain officers and employees would 
identify the issuer as such as having such political pref- 
erences, and an implication to the contrary might well be 
misleading. This issue of individual preferences is, we 
think, entirely distinct from questions involving the 
socially-significant impact of activities of the issuer itself 
as, for example, upon the environment. 


We also find some merit in the views of certain com- 
mentators that inclusion of the suggested material would 
unduly lengthen proxy statements, which often are al- 
ready sufficiently long and detailed as to deter stockhold- 
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ers from reading them carefully. The proxy statement 
serves its intended purpose only if it is read, and any un- 
necessary deterrents to this objective should be avoided. 


—. we note that, as pointed out in the petition, it is 
rmally possible for a stockholder proceeding in accord- 
ance with Rule 14a-8 to submit the question of whether 
such disclosure should be required to the other stock- 
holders for a vote. In view of the questionable relevance 
of the information called for by the petition to the abil- 
ity of shareholders to cast an informed vote on the issues 
before them and the other considerations referred to 
above, we believe it preferable, at least for the present, to 
leave the question of whether such material should be in- 
cluded to be determined by the stockholders through the 
channels above mentioned, rather than deciding this ques- 
tion ourselves for them. 


The Commission is not unmindful of changing aspects of 
corporate suffrage. The Senate Committee on Banking 
and Currency observed in 1934 that “‘it is essential that 
... [the securityholder] be enlightened not only as to 
the financial condition of the corporation, but also as to 


the major questions of policy, which are decided at stock- 


holders’ meetings.” S. Rep. 792, 73d Cong., 2d Sess. 12 
(1934). Policy questions that are considered relevant will, 
of course, vary with the times. At present, for example, 
there is considerable concern evident with respect to the 
so-called social responsibilities of corporations. Neverthe- 
less, the Commission is not prepared to conclude at this 
time on the basis of the petition before it or the com- 
ments it has received that the information contained in 
reports filed under the FECA either in full or in sum- 
mary are of sufficient moment to warrant an amend- 
ment of the proxy rules of the kind suggested.” 


@ By the Commission. 


Ronald F. Hunt 
Secretary 


* This release was also issued as Public Utility Holding 
Company Act of 1935 Release No. 17732 and Invest- 
ment Company Act of 1940 Release No. 7427. 


The petition argues that the proposed rules are for the 
protection of investors in that 

“.. . shareholders should be fully informed of a cor- 
poration’s activities . . . . particuarly . . . where cor- 
porate property and employee's time is being devoted 
to non-profit producing activities.” (Pet. 10). 


The petition also urges that 

“.. . stockholders are entitled to know in what way 
corporate employees are using their time for which 
they are being compensated by their employer, and 
which may reduce the profits available for distribu- 
tion to the shareholders.” (Pet. 10). 


And the petition lists other reasons for requiring disclo- 
sure of these reports to shareholders, including: (a) a cor- 
poration’s good-will in the community may be reduced 
should a fund administered by it support an unpopular 





candidate; (b) a candidate supported by the fund may, 
unknown to the officers administering the fund, be ad- 
vancing legislation that could adversely affect the corpora- 
tion—disclosure it is claimed may allow an alert share- 
holder to advise the issuer of such a situation; (c) recruit- 
ment of personnel may be hindered because of pressure 
to make contributions (d) compensation of officers may 
be excessive in order to allow contributions to the funds; 
(e) shareholders may wish to avoid ownership in a corpo- 
ration supporting candidates they oppose; (f) the share- 
holders may wish to seek a referendum on whether such 
activities should be continued (Pet. 10-13). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10326/August 7, 1973 


The Securities and Exchange Commission has issued 
notices giving interested persons until August 22 to re- 
quest a hearing upon an application of the Boston Stock 
Exchange for unlisted trading privileges in the common 
stocks of the following companies: 


Avis, Inc. 

Colonial Penn Group 

Davis Food Services, Inc. 
Franklin Stores Corp. 

General Development Corp. 
Hospital Corp. of America 
Jefferson-Pilot Corp. 
Louisiani-Pacific Corp. 
Masonite Corporation 
Ponderosa System, Inc. (Del.) 
Helena Rubinstein, Inc. 

Russ Togs, Inc. 

Statham Instruments, Inc. 
Sternco Industries, Inc. 
Tesoro Petroleum 

Tropicana Products, Inc. (Fla.) 
Uris Buildings Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10327/August 6, 1973 


Admin. Proc. File Nos. 3-3364 and 3-3393 
In the Matter of the Applications of 
ADOLPH D. SILVERMAN 

16701 Algonquin Street 

Huntington Beach, California 

CHARLEEN FRANZEN 

3132 Hillrose Drive 

Rossmoor, California 

and 

PAUL GOODMAN 


5262 Harvard 
Westminster, California 


For Review of Disciplinary Action Taken by the 
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NATIONAL ASSOCIATION OF SECURITIES DEAL- 
ERS, INC. 


FINDINGS OPINION AND ORDER MODIFYING AND 
REMANDING ACTION OF REGISTERED SECURITIES 
ASSOCIATION 


REGISTERED SECURITIES ASSOCIATION — RE- 
VIEW OF DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 
Improper Extension of Credit 
Failure to Comply with Recordkeeping Requirements 


Failure to Disclose Compensation in Dual Agency 
Transactions 


Where two principals of member of registered securities 
association were responsible for member's improper ex- 
tension of credit to customers and its failure to prepare 
computations of aggregate indebtedness and to disclose to 
each customer in dual agency transactions all compensa- 
tion received, and member improperly extended credit to 
third principal on transactions in his personal account, 
association’s findings that such conduct violated its rules 
of fair practice sustained, but proceedings with respect to 
first two principals remanded for reconsideration of their 
responsibility for additional violations and redetermination 
of sanctions in light thereof and of Commission’s findings 
on other issues, and sanction imposed on third principal 
reduced since, among other things, some findings of viola- 
tion by him were set aside, and he was not previously in- 
volved in disciplinary proceedings. 


Substantive Violations and Supervisory Failure Based on 
Same Misconduct 


Where, on basis of their responsibility, for back office 
deficiencies, principals of member firm were found both 
in violation of substantive provisions governing their mis- 
conduct and deficient in their supervision with respect to 
same misconduct, findings of supervisory deficiency set 


aside as inconsistent with findings of substantive violations. 


APPEARANCES: 


Adolph D. Silverman, Charleen Franzen and Paul Good- 
man, pro se. 


Lloyd J. Derrickson, Frank J. Wilson and Frank J. 
Formica for the National Association of Securities Deal- 
ers, Inc. 


These are applications pursuant to Section 15A(g) of the 
Securities Exchange Act by Adolph D. Silverman, presi- 
dent of Financial Security Corporation (‘FSC’), which 
was a member of the National Association of Securities 
Dealers, Inc. (“NASD”), 1 Charleen Franzen, former 
secretary-treasurer of that firm, and Paul Goodman, 
former vice-president, for review of disciplinary action 
taken against them by the Association. The NASD barred 
Silverman and Franzen from association with any member 
as principal or in a managerial or supervisory capacity, 
fined Silverman $3,000 and Franzen $2,500, censured 


262/SEC DOCKET 


them and assessed costs. It imposed censure and a $2,500 
fine on Goodman and assessed a lesser share of the costs 
against him. 


The NASD found that Silverman and Franzen violated (a) 
Sections 1 and 12 of Article II! of the NASD’s Rules of 
Fair Practice in that, in nine dual agency transactions dur- 
ing the period October 1968 to January 1969, the firm 
did not make written disclosure to each customer of the 
commission paid by the other; (b) Sections 1 and 21 of 
Article tI! in that the firm did not prepare and maintain 
computations of aggregate indebtedness for the months 
of August, September, October and November 1968, and 
March, April and May of 1969; and (c) Section 1 of 
Article 111 in that, as of January 31, August 31, Septem- 
ber 30 and October 21, 1969, the firm failed to comply 
with net capital requirements. The NASD also found that 
Silverman and Franzen, together with Goodman, viclated 
Section 1 of Article Ill in that, during the period May 
1968 to January 1969, the firm failed in at least 80 in- 
stances to comply with the credit requirements of Regula- 
tion T, 22 of such instances being in Goodman’s personal 
account, and that Silverman and Franzen, and Goodman 
until January 1969, 2 violated Sections 1 and 27 of 
Article 11 by failing to exercise proper supervision in 
connection with all of the foregoing violations. 3 


The principal contention of Silverman and Franzen is that 
they cannot be held responsible for the violations which 
occurred after March 5, 1969, since they no longer had 
any control over the member's operations. They testified 
that, at the suggestion of this Commission, FSC ceased 
operations on January 23, 1969 because of a capital de- 
ficiency. Thereafter, applicants allegedly arranged with 
International Funding Corporation (“IFC’’) for a sub- 
ordinated loan to the member of about $180,000 in secu- 
rities through an IFC director 4 part of the consideration 
for which was a transfer of voting control over FSC’s 
stock. FSC reopened for business on March 5, 1969. After 
that date, according to applicants, all management deci- 
sions were made by the principals of IFC. Central Cashier- 
ing Corporation, an |FC broker-dealer subsidiary, allegedly 
took over all of FSC’s back office functions. One Earl W. 
Kowalka replaced Franzen as secretary-treasurer. Silver- 
man and Franzen asserted that Kowalka was put in direct 
charge of FSC’s operations to protect the newly invested 
capital. Silverman testified that he remained president of 
FSC in name only, and Franzen, who was previously in 
charge of FSC’s back office, that she was placed on sus- 
pension by the firm and remained merely in order to 
straighten out customer accounts predating the firm’s re- 
opening. Applicants stated that this Commission’s Los 
Angeles Regional Office was familiar with all of the fore- 
going circumstances. 


The NASD rejected applicants’ testimony as ‘‘not worthy 
of belief’ chiefly because it was undocumented. However, 
an affidavit has now been filed by an attorney in our 
regional office which substantially confirms applicants’ 
story. 5 Their testimony is also corroborated by informa- 
tion in our public broker-dealer file relating to FSC, of 
which we take official notice. We further note that, on 
May 11, 1973, we brought an injunctive action against 
International Funding Corporation of America, IFC’s suc- 
cessor. § Some of our allegations in that action are sub- 
stantially the same as those that Silverman and Franzen 
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make here. Accordingly, we shall remand these proceed- 
ings to the NASD so that it may reconsider in the light 
of the foregoing circumstances Silverman's responsibility 
and that of Frazen for FSC’s violations after March 5, 
1969. Those issues call for fuller exploration than they 
have thus far received. 


Silverman and Franzen do not contest the NASD’s de- 
termination that they were responsible for the remaining 
violations found by the Association which occurred when 
they were concededly still in charge of the firm, i.e., the 
failure to comply with Regulation T, to meet net capital 
requirements as of January 31, 1969, to make written dis- 
closure to customers of all compensation received in nine 
dual agency transactions, and to prepare computations of 
aggregate indebtedness for four months in 1968. 7 How- 
ever, we set aside the NASD’s findings of violation in 
connection with the firm's asserted net capital deficiency 
as of January 31, 1969, including the findings of super- 
visory failure in connection therewith. A net capital viola- 
tion entails the effecting of securities transactions with in- 
adequate net capital. 8 Since the firm ceased Operations 
as of January 23 and did not reopen for business until 
March 5, it is apparent that there were no net capital vio- 
lations in the interim. 


We also take issue with the NASD’s conclusion that Silver- 
man and Franzen not only violated the substantive provi- 
sions governing the remaining offenses but, in addition, 
were responsible for a failure of supervision with respect 
to each infraction. With respect to the same misconduct 
one cannot be both a substantive wrongdoer and a de- 
ficient supervisor. Y As noted, Silverman and Franzen do 
not contest their substantive responsibility for the Regula- 
tion T, confirmation and record-keeping violations which 
occurred prior to March 5, 1969. Since they cannot be 
deemed derelict for having failed to supervise themselves, 
we set aside the findings of supervisory failure with re- 
spect to them. We affirm the NASD’s findings as to these 
substantive violations. 


The NASD found that Goodman was responsible for the 
violations of Regulation T, which included 22 infractions 
in his personal account. it also found him responsible for 
a failure of supervision with respect to those violations, 
the failure to make full disclosure on confirmations sent 
to customers in dual agency transactions, and the failure 
to prepare computations of aggregate indebtedness in 
1968. We affirm the NASD’s finding that Goodman vio- 
lated Section 1 of Article II| with respect to the 22 viola- 
tions of Regulation T in his personal account. However, 
we set aside all other findings of violation by Goodman. 
The record shows, as Goodman contends, that his respon- 
sibilities at FSC did not include the back office but were 
limited to the areas of sales and trading. 


Applicants argue that the sanctions imposed by the NASD 
are excessive. Silverman and Franzen assert, among other 
things, that back office problems were industry-wide in 
1968, and that they have already suffered severely through 
adverse publicity and the loss of their investments in FSC 
which went into bankruptcy. Goodman states, among 
other things, that he has lost most of his clientele and 
been unable to secure employment with other firms be- 
cause of the NASD‘s action. 


As noted above, we are remanding these proceedings with 
respect to Silverman and Franzen. The NASD must re- 
determine the sanctions as to them in the light of its con- 
clusions as to the issues remanded and our findings on 
other issues set forth in this opinion. As for Goodman, 
noting the factors cited by him, the fact that this is the 
first disciplinary proceeding in which he has been involved, 
and the violations found with respect to him that have 
been set aside, we reduce the fine imposed to $500. 


Accordingly, 1T 1S ORDERED that the proceedings with 
respect to Adolph D. Silverman and Charleen Franzen be, 
and they hereby are, remanded to the Board of Governors 
of the National Association of Securities Dealers, Inc. for 
further action in accordance with the foregoing; and that 
the sanctions imposed on Paul Goodman be, and they 
hereby are, modified to a fine of $500 and censure. The 
assessment of costs against Goodman is affirmed. 


By the Commission (Senior Commissioner OWENS and 
Commissioners LOOMIS and EVANS). 


Ronald F. Hunt 
Secretary 


1FSC did not appeal its expulsion from NASD mem- 
bership in these proceedings. 


2The NASD found that Goodman did not have any 
connection with the firm after that month. 


3Section 1 of Article 111 requires the observance of high 
standards of commercial honor and just and equitable 
principles of trade. Section 12 requires a member, in a 
dual agency transaction, to disclose to his customers the 
amount of any remuneration received in connection with 
the transaction. Section 21 requires a member to maintain 
books and records in compliance with applicable require- 
ments, and Section 27 specifies that a member is respons- 
ible for proper supervision. 


4The original plan is said to have called for IFC to 
acquire FSC. But this was discarded apparently because it 
would have caused disclosure problems in connection with 
a contemplated public offering of IFC stock. 


5Pursuant to Rule 15Ag-1(e) under the Securities Ex- 
change Act, we direct that the affidavit be made part of 
the record. The NASD was served with a copy of the 
affidavit but has not filed a response. 


6S.E.C. v. International Funding Corporation of 
America, et al., Civil Action No. 73-1065-1H (C.D. Cal.). 


7The NASD’s findings of violations based on the failure 
to maintain the same computations of aggregate indebted- 
ness are set aside as duplicative. See L.C. Fisher Company, 
Inc., Securities Exchange Act Release No. 10259 (June 
29, 1973), 2 SEC Docket 81. 


8See Capital Securities Co., Securities Exchange Act Re- 
lease No. 8272, pp. 2-3 (March 14, 1968); Pau/ F. New- 
ton & Company, Securities Exchange Act Release No. 
9739 (August 24, 1972). 
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9Cf. Anthony J. Amato, Securities Exchange Act Re- 
lease No. 10265 (June 29, 1973), 2 SEC Docket 90, 92. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10328/August 7, 1973 


The Securities and Exchange Commission has issued 
orders under the Securities Exchange Act of 1934 grant- 
ing an application of the New York Stock Exchange, Inc. 
to strike from listing and registration the common stock 
of Ancorp National Services, Inc. and the common stock 
and 6% convertible subordinated debentures, due 1994, of 
Arlan’s Department Stores, Inc., effective at the opening 
of business on August 6, 1973. Ancorp is being delisted 
because the aggregate market value of the publicly held 
shares approximates $2,024,832; the aggregate market 
value of all outstanding shares approximates $2,614,519; 
and there has been an aggregate net loss for the past three 
fiscal years ending (December 1970, 1971 and 1972) of 
approximately $15,000,000 with an average annual after- 
tax net loss of approximately $4,546,883. 


In the case of Arlan’s, the aggregate market value of pub- 
licly held shares approximates $4,681,589; the aggregate 
market value of all shares approximates $4,856,975 and 
there has been an average net earnings deficit approximat- 
ing $11,550,082 for the past three fiscal years ending 
January 1970, 1971 and 1972. Net tangible assets 
applicable to the common stock approximate $4,308,267. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10329/August 9, 1973 


NOTICE OF INTENTION TO ISSUE AN INTERPRETA- 
TION OF THE WORD “CURRENT” ($7-492) 


The Commission has under consideration the issuance of 
an interpretation of the word “current” as used in Rule 
17a-3(a) and 17a-11(c). The interpretation discusses the 
need for timely maintenance of books and records and 
details time periods within which the records specified in 
Rule 17a-3 should be prepared. In view of the nature of 
the interpretation it is deemed appropriate to request 
comments by interested persons prior to its formal adop- 
tion. Comments should be submitted in writing to the 
Secretary, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549 on or be- 
fore September 15, 1973. All such comments will be 
available for public inspection and should refer to file 
$7-492. 


The proposed interpretation follows: 


A number of inquiries have been made to the Commission 
requesting clarification of the requirement of Rule 17a-3(a) 
under the Securities Exchange Act of 1934 that every 
broker-dealer shall ““make and keep current” certain books 
and records enumerated in the rule. The term is used also 
in subparagraph (c) of Rule 17a-11 which requires that 
telegraphic notice be given to the Commission when a 
broker or dealer fails to comply with the “‘make and keep 
current” requirement of Rule 17a-3. 
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Rule 17a-3(a) requires that registered broker-dealers pre- 
pare records of transactions and dealings in securities for 
the accounts of the firm’s customers as well as for its 
own risk and account. This requirement is intended to 
serve three basic regulatory purposes. First, it is intended 
that the broker-dealer maintain current books and records 
for the protection and convenience of customers; that is, 
customers are entitled to prompt responses to inquiries 
and resolution of claims relating to their accounts. Second- 
ly, a broker-dealer should be in a position to demonstrate 
to the Commission and the self-regulatory authorities that 
he is in compliance with the various rules and require- 
ments, particularly the net capital and customer protec- 
tion rules, 1 without the burden of bringing books and 
records up to date being placed upon the regulatory 
authorities. Third, a broker-dealer must have current 
books and records to enable him to fulfill his obligations 
and responsibilities to other broker-dealers with whom he 
transacts business. Additionally, good business practice 
requires timely information for effective management 
decisions. In order to serve these purposes, we have set 
forth in the following paragraphs standards for measuring 
compliance with the requirements of Rule 17a-3(a) to 
which Rule 17a-11 relates. In addition, if a broker-dealer 
hires or engages an outside service bureau or other record- 
keeping service to handle its records, the requirement to 
make and keep current the broker-dealer’s books and 
records is in no way diminished and under such circum- 
stances the broker-dealer is responsible to the same degree 
for maintaining current books and records as if he were 
maintaining them himself. Where a broker-dealer under- 
takes to have his books and records prepared and main- 
tained by a service bureau or recordkeeping service, he 
should assure himself that the service will be provided as 
required by Rule 17a-3 and 4. 


Subparagraphs (6) and (7) of Rule 17a-3(a) require the 
preparation of a memorandum of each brokerage order 
and each principal transaction and subparagraph (8) re- 
quires maintenance of copies of confirmations of transac- 
tions for the accounts of customers and partners. These 
are the basic source documents and transaction records. 
By their nature the memoranda of brokerage and principal 
transactions should be prepared prior to or at the time of 
the transaction, and the confirmations, which are prepared 
from the memoranda, should be prepared and mailed on 
the day of the transaction or on the following business 
day. 


The blotters or other records of original entry described 
in subparagraph (1) itemize each day’s transactions in a 
format that facilitates posting to the general and subsidi- 
ary ledgers. Blotter records relating to securities transac- 
tions—e.g., daily purchase and sale blotters—should reflect 
all transactions as of the trade date and should be pre- 
pared no later than the following business day. Similarly, 
blotter records relating to securities movements and the 
receipt and disbursement of cash should reflect such 
transactions on the date they occur and should be pre- 
pared no later than the following business day. 


The ledgers prescribed in subparagraph (2) are the general 
records reflecting all asset, liability and capital accounts 
and all income and expense accounts and include control 
accounts for the subsidiary ledgers. The blotters and other 
records of original entry should be maintained not only on 
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a daily basis as discussed above, but in a form which will 
facilitate posting of the general ledger as frequently as 
necessary to enable the broker-dealer to make the com- 
putations necessary to asertain his compliance with the 
net capital rule and the customers’ reserve requirement 
rule. 2 Concern for compliance with these two rules and 
consequent frequent computations becomes particularly 
important in periods of sharp changes in securities prices 
and increases in trading volume. For many broker-dealers, 
compliance with the customers’ reserve requirement entails 
a weekly computation based on updated general ledger 
account balances. A broker-dealer is required to be in 
compliance with the net capital rule at all times and the 
general ledger must be posted as frequently as may be 
necessary to make the computation prescribed in the rule. 
Firms which are frequent participants in underwriting 
syndicates or which effect transactions in large blocks of 
stock may also find it necessary to post their general 
ledger on a daily basis because of the need for making 
frequent net capital computations. Under any circum- 
stances, the general ledger shall be posted at least 
monthly. 3 


Transactions involving the purchase and sale of securities 
should be posted to the customers’ ledger accounts des- 
cribed in subparagraph (3) no later than settlement date. 
Other customer transactions relating to securities move- 
ments and cash receipts and disbursements should be re- 
flected as of the transaction date and should be posted 
to the accounts no later than the first business day fol- 
lowing the transaction. 


The subsidiary ledgers or other records 4 relating to 
securities in transfer, dividends and interest received, 
securities borrowed and securities loaned, and monies bor- 
rowed and monies loaned required under subparagraphs 
(4)(A) through (D) should be posted no later than two 
business days subsequent to the date of a transaction. 
Transactions between brokers not completed on settle- 
ment date should be posted to the appropriate fail to de- 
liver or fail -to receive ledger (or other record) on settle- 
ment date; resolution of fail transactions should be rec- 
orded no later than the first business day following resolu- 
tion. A broker-dealer who maintains his accounts on the 
trade date basis of accounting and uses the ‘‘fail’’ ac- 
counts to reflect transactions with other brokers should 
post transactions to the accounts no later than two busi- 
ness days subsequent to the transaction date. In accord- 
ance with the provisions of Rule 17a-13(b)(5), long and 
short stock record differences shall be entered in an 
appropriate ledger account (subparagraph (4)(f) ) no later 
than seven business days after the date of a required 
quarterly securities examination and verification. 5 


The securities record required by subparagraph (5) of 
Rule 17a-3(a) shall reflect the changes resulting from pur- 
chase and sale transactions either as broker or dealer as of 
clearance date and should be recorded no later than the 
following business day. © In addition, other changes in 
securities positions should be reflected on the date of the 
movement or on the following business day as of the date 
of the movement. Long and short securities record dif- 
ferences shall be entered concurrently with their record- 
ing in the subsidiary ledger required by subparagraph 
(4)(F). 


The record of puts, calls, spreads, straddles, and other 
options described in subparagraph (10) should reflect 
transactions as of the date an option is written, guaran- 
teed, traded or exercised and should be prepared no later 
than the business day following the transaction. 


The record of beneficial ownership of each cash or 

margin account (subparagraph (9) ) should be prepared 
before transactions are effected in an account. The em- 
ployment questionnaire or application (subparagraph (12) ) 
should be prepared at or prior to the commencement of 
employment. 


Subparagraph (11) requires the preparation of a trial bal- 
ance of all ledger accounts and a computation of aggre- 
gate indebtedness and net capital as of the trial balance 
date at least once a month. These records should be com- 
pleted not later than 7 calendar days after the end of the 
accounting period. 7 


Under certain circumstances the accounting department of 
a broker-dealer may not be aware of a transaction until a 
few days after it occurs. Transactions such as receipts and 
disbursements in out-of-town branches should be recorded 
no later than the day after the transaction is reported to 
the accounting department, and dividend and interest 
claims from other brokers should be recorded no later 
than the day after validity of the claim is established. 


By the Commission. 


Ronald F. Hunt 
Secretary 


TRule 15c3-1 or comparable requirements of a national 
securities exchange of which the broker-dealer is a mem- 
ber and Rule 15c3-3, respectively. 


2Rule 15c3-3(e). 


3in the course of posting the books at interim dates dur- 
ing a month, it may not be necessary to make adjust- 
ments for accruals and deferrals such as for depreciation 
or prepaid expenses if they would not materially affect 
net worth. 


4As used in subparagraph (4) and elsewhere in Rule 
17a-3, the term ‘‘other records’’ should be construed to 
include, where appropriate, copies of voucher checks, con- 
formations, or similar documents which reflect the in 
formation required by the applicable subparagraph 
arranged in appropriate sequence and in permanent form, 
including similar records developed by the use of auto- 
matic data processing systems and produced or repro- 
duced on microfilm. 


5if counts are made on a cyclical basis in accordance 
with Rule 17a-13(c), any stock record difference shall be 
recorded within seven business days subsequent to ex 
amination and verification of a particular security. 


6The requirement for current maintenance of the secu 
rities record is met by some broker-dealers through prep- 
aration of a full securities record weekly, supplemented 
by a daily ‘‘takeoff’’ sheet summarizing and balanc 
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ing each day’s changes in long or short positions. 


7 Although not specifically referred to in Rule 17a-3, the 
weekly or monthly computation of the amount to be on 
deposit under the customers’ reserve requirement rule 
must be made in sufficient time to enable the broker- 
dealer to make the required deposit no later than one 
hour after the opening of banking business on the second 
business day following the date on which the computa- 
tion is based, as required by Rule 15c3-3(e). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10330/August 8, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 10:00 a.m. (EDT) on August 8, 1973 and terminating 
at midnight (EDT) on August 17, 1973 of the securities 
of the following issuers which have failed to file with the 
Commission the indicated reports: 


M S | CORPORATION located in Rockville Centre, New 
York (10-K annual report for 1971 and 1972 and all 
10-O quarterly reports); and 


KENT INDUSTRIES, INC. located in Queens, New York 
(10-K annual report for 1973 and all 10-Q quarterly 
reports). 


The Commission initiated the subject suspensions because 
the subject issuers failed to comply with the reporting 
provisions of the Exchange Act resulting in the lack of 
current and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10331/August 8, 1973 
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The Securities and Exchange Commission initiated the 
temporary suspension of over-the-counter trading in the 
securities of Silver Exploration, Inc., a Utah corporation 
located in Ogden, Utah, for a ten-day period commencing 
at 10:00 a.m. (EDT) on August 8, 1973 and terminating 
at midnight (EDT) on August 17, 1973. 


The suspension was ordered because of the unavailability 
of adequate and accurate information concerning the com- 
pany’s operations and financial condition and because of 
questions raised concerning market activity of the com- 
pany’s securities. 


SEI made a public offering on July 31, 1970 of 7,000,000 
shares of common stock at 3d per share pursuant to a 
claimed exemption under Section 3(a)(11) of the Securi- 
ties Act of 1933 from registration under such Act. On 
August 24, 1971, SEI applied to the State of Utah for a 
formal termination of the offering, which was granted on 
September 3, 1971. During the offering, 5,699,700 shares 
were sold. SEI has made no filings with the Commission. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotations but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10332/August 8, 1973 


The Securities and Exchange Commission announced the 
temporary suspension of exchange and over-the-counter 
trading in the securities of Koracorp Industries, Incor- 
porated, (‘‘Koracorp’’) of San Francisco, Caiifornia for a 
ten-day period commencing at 10:00 a.m. (EDT) August 
8, 1973 and continuing through midnight August 17, 
1973. 


The suspension was initiated because of questions as to 
the accuracy and adequacy of currently available public 
information about Koracorp’s financial condition. These 
questions arise from Koracorp’s announcement that it has 
requested an investigation by Arthur Andersen and Com- 
pany to determine whether certain transactions of its sub- 
sidiary, Koratec Communications, incorporated were 
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treated in accordance with generally accepted accounting 
principles. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 

available information and any information subsequently 

issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Securities and Exchange Commission, Division of 
Enforcement in Washington, D.C. If any broker or dealer 
is uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10333/August 8, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 ("Exchange Act’’) the temporary suspension 
under the Securities Exchange Act of 1934 of over-the- 
counter trading in the common stock of Home-Stake 
Production Company, an Oklahoma corporation, of Tulsa, 
Oklahoma, for the ten-day period commencing at 10:00 
a.m. (EDT) on August 8, 1973 and terminating at mid- 
night (EDT) on August 17, 1973. 


The suspension was initiated because of questions raised 
concerning the accuracy of the financial statements of 
Home-Stake and its subsidiaries. 


In July of this year, new management assumed control of 
Home-Stake and its subsidiaries. On August 1, 1973, 
Home-Stake issued a press release stating that the new 
management was in the process of reviewing the financial 
condition of the company and that the Board of Directors 
had directed that the company retain a major accounting 
firm, which had not previously audited the company, with 
a view to immediately commencing an audit of the com- 
pany and its subsidiaries which have conducted the com- 
pany’s oil and gas drilling funds in recent years. The com- 
pany announced that no payments to participants in the 
drilling programs and no dividends on the common stock 
will be declared or paid until the audit is completed. New 
management for the company requested that the Commis- 
sion suspend trading. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 


issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 
Securities and Exchange Commission, Division of Enforce- 
ment, in Washington, D.C. If any broker or dealer is un 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10334/August 8, 1973 


The Commission announced today the suspension of ex 
change and over-the-counter trading pursuant to Sections 
19{a)(4) and 15(c)(5) of the Securities Exchange Act of 
1934, of the following securities: First Mortgage Bonds 
Series A 5%, due 1983, Series B 5%, due 1985, Series C 
6-1/2%, due 1986, Series D 7-5/8%, due 1989, Series E 
7-3/4% due 1991, 5-1/2% Sinking Fund Debentures due 
1977, and 6% Sinking Fund Debentures due March 1980, 
of COASTAL STATES GAS PRODUCING COMPANY; 
First Mortgage 7-1/2% Pipeline Bonds due June 1992 and 
8-1/2% Debentures due April 1991, First Mortgage 8% 
Pipeline Bonds due June 1989, of COLORADO INTER- 
STATE CORPORATION; and First Mortgage 3.35% Pipe- 
line Bonds due July 1974, First Mortgage 4.70% Pipeline 
Bonds due March 1979, and 4-3/4% Debentures due April 
1984, of COLORADO INTERSTATE GAS COMPANY, 
for the period 10:45 a.m. (EDT) August 8, 1973, through 
midnight (EDT) August 13, 1973. 


The suspension was initiated because of questions which 
have arisen with respect to the financial statements of 
Coastal States Gas Corporation during fiscal years 1971 
and 1972, and the accuracy of statements concerning 
available gas reserves. Coastal States Gas Producing Com- 
pany is a wholly-owned subsidiary of Coastal States Gas 
Corporation. Colorado Interstate Gas Company is a divi- 
sion of Colorado Interstate Corporation; Colorado Inter- 
state Corporation was merged into Coastal States Gas Cor- 
poration in January 1973. 


Coastal States issued an announcement on August 6, 1973 
to the effect that certain materials ‘‘relating to a limited 
number of transactions in 1971 and 1972 were ‘through 
inadvertence’ not reviewed in preparing financial state- 
ments of Coastal States’. The announcement also indi- 
cated that Coastal States had requested the company’s 
independent auditors to determine if the information con- 
tained in such materials could affect the financial state- 
ment for 1971 and 1972. The nature of the materials and 
the transactions involved were not specified. 


The Commission had previously suspended trading in the 
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securities of Coastal States Gas Corporation on June 5, 
1973, and has initiated successive ten-day suspensions 
since that date because of rumors concerning the com- 
pany’s gas reserves, its ability to meet contractual com- 
mitments and other matters, and the impact of such 
rumors on the market in Coastal States Gas Corporation 
securities. On July 3, 1973, the Commission issued a 
clarifying release indicating that the then current suspen- 
sion related only to common stock and Class A preferred 
and Class B preferred stock of Coastal States Gas Cor- 
poration. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the 


Securities and Exchange Commission, Division of Enforce- 


ment in Washington, D.C. If any broker or dealer is un- 
certain as to what is required by Rule 15c2-11, he should 
refrain from entering quotations relating to the securities 
in question until such time as he has familiarized himself 
with said rule and is certain that all of its provisions have 
been met. If any broker or dealer enters any quotation 
which is in violation of said rule, the Commission will 
consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10335/August 9, 1973 


Admin. Proc. File No. 3-3418 
In the Matter of 


NEWTON INVESTMENT CORP. 
141 Milk Street 

Boston, Massachusetts 

(8-14126) 


EDWARD J. KATZ 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act, Newton Investment Corp. 
(‘registrant’) and Edward J. Katz, its president, have 
made an offer of settlement. Solely for the purpose of 
settling these proceedings and without admitting or deny- 
ing the allegations made in the order for proceedings, re- 
spondents have consented to findings of misconduct as 
alleged in that order and to the imposition of specified 
remedial sanctions. 


After consideration of the offer of settlement and 
upon the recommendation of its staff, the Commis- 
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sion determined to accept the offer. 


On the basis of the order for proceedings and respond- 
ents’ consent it is found that during the period from about 
January 22, 1970 to December 8, 1971, registrant will- 
fully violated and Katz willfully aided and abetted viola- 
tions of the following sections of the Exchange Act and 
rules thereunder: 


1. Section 15(c)(1) and Rule 15c1-4 in that registrant 
confirmed certain transactions for customers as agent as 
of a certain date but actually effected the transactions as 
principal through dual agency trades as much as two to 
three months after the date confirmed; 


2. Section 10(b) and Rule 10b-5 in that registrant sent 
customers confirmations for transactions in securities 
which customers had not ordered or purchased, and failed 
to obtain the best price for customers in purchases and 
sales of securities in dual agency trades; 


3. Section 17(a) and Rule 17a-4 in that registrant failed 
to preserve memoranda.of brokerage orders received for 
the purchase or sale of securities. 


In connection with their offer, respondents represent that 
confirmation violations occurred when a broker or custom- 
er on the other side of a transaction refused to complete 
its part and registrant later completed the transaction for 
its customer as a dual agency trade at a price different 
from that confirmed, regardless of the profit or loss to 
registrant; that rapid price fluctuations caused differences 
of 1/8 to 1/4 of a point between the best market price 
and the price given registrant’s customers; that between 
June 1970 and March 1973, when it ceased doing busi- 
ness, registrant took various steps to correct the violations 
and prevent their recurrence and that except for delivery 
of securities due customers totaling less than $5,000, all 
customer accounts and balances have been settled. Re- 
spondents have consented to the entry of an order revok- 
ing registrant’s broker-dealer registration and barring Katz 
from association with any broker or dealer provided that 
after nine months he may apply to the Commission to be 
associated with a broker-dealer under such terms as the 
Commission shall deem appropriate. 


In view of the foregoing, it is in the public interest to 
impose the sanctions to which respondents have consented. 


Accordingly, 1T |S ORDERED that the registration as a 
broker and dealer of Newton Investment Corp. be, and it 
hereby is, revoked and that, as provided above, Edward 
J. Katz be, and he hereby is, barred from association 
with any broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10336/August 8, 1973 














The Commission initiated temporary suspensions in trad- 
ing on exchanges and in the over-the-counter market in 
first mortgage bonds and sinking fund debentures of 
Coastal States Gas Producing Company, first mortgage 
bonds and debentures of Colorado Interstate Corporation, 
and first mortgage bonds and debentures of Colorado In- 
terstate Gas Company (for specific bonds see Securities 
Exchange Act Release No. 10334) at 10:45 a.m. on 
August 8, 1973 through August 13, 1973. In addition, 
the Commission initiated a temporary suspension of over- 
the-counter trading in the Preferred 5% CUM ($100 par 
value), Preferred 5.35% CUM ($100 par value), and the 
Preferred 5.50% CUM ($100 par value) securities of 
COLORADO INTERSTATE CORPORATION as of 2:30 
p.m. (EDT) on August 8, 1973 through August 13, 1973. 


For additional information refer to Securities Exchange 
Act of 1934 Release Nos. 10202, and 10334. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10337/August 10, 1973 


The Securities and Exchange Commission announced that 
it will reconvene on Thursday, August 16, 1973 its public 
investigatory hearing In the Matter of Commission Rate 
Schedules of Registered National Securities Exchanges. 
(This hearing also was the subject of Securities Exchange 
Act Release Nos. 10206 and 10245.) The hearing is being 
reconvened to consider New York Stock Exchange 
(NYSE) Exhibit No. 17. That exhibit, which was sub- 
mitted on August 2, 1973, was the NYSE’s response to a 
request made at the hearing for the underlying data sup- 
porting the estimates and methodology that went into 
the construction of the inflation cost index appearing on 
pages 19-31 of the NYSE’s report, ‘“The Urgent Need for 
a Securities Commission Rate Adjustment in an Infla- 
tionary Setting,’ which was presented to the Commission 
by the NYSE to support, in part, its rate increase pro- 
posals. Accompanying NYSE Exhibit No. 17 was a state- 
ment from the NYSE which indicated that in reviewing 
the inflation cost index for purposes of this exhibit, it 
employed new data sources in some categories and sup- 
plemented the data used in other categories in response 
to questions raised by the Commission’s staff. 


In order to consider the data furnished by the NYSE 
fully, yet expeditiously, the Commission has requested 
representatives of the NYSE to appear at 10 a.m., Thurs- 
day, August 16, 1973 at the Commission’s headquarters, 
500 North Capitol Street, Washington, D.C. to present 
testimony on the foregoing NYSE Exhibit No. 17. In- 
terested persons who wish to testify on that date with re- 
spect to that exhibit are invited to notify the Hearing 
Officer (William E. Toomey, Room 632, Securities and 
Exchange Commission, 500 North Capitol Street, Wash- 
ington, D.C. 20549; telephone (202) 755-1240) as soon 
as possible. The Commission invites all other interested 
persons to submit their views on that exhibit, a copy of 
which is available in the Public Reference Room of the 
Commission’s Headquarters Office and at each of the 
Commission’s Regional and Branch Offices. Alternatively, 
a copy of that exhibit may be obtained by writing to 
Dr. William C. Freund, Vice President and Chief Econo- 
mist, New York Stock Exchange, Inc., Eleven Wall Street, 


New York, New York 10005. The period for submitting 
written comments on NYSE Exhibit No. 17 will expire 
on Friday, August 31, 1973. All written comments should 
be directed to Mr. Toomey. 


By the Commission. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18051/August 6, 1973 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
280 Park Avenue 
New York, New York 10017 


MIDDLE SOUTH SERVICES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
Ninth and Louisiana Streets 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 

New Orleans, Louisiana 70174 

(70-5374) 


NOTICE OF PROPOSED SALE OF MICROWAVE 
EQUIPMENT BY TWO OPERATING SUBSIDIARIES 
TO SYSTEM SERVICE COMPANY AND PROPOSED 
AMENDMENT TO LOAN AGREEMENT BETWEEN 
HOLDING COMPANY AND SYSTEM SERVICE 
COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (‘‘Middle South’’), a registered holding company, 
Arkansas Power & Light Company (‘‘Arkansas’’) and 
Louisiana Power & Light Company (‘‘Louisiana’’), electric 
utility subsidiary companies of Middle South, and Middle 
South Services, inc. (‘‘Services’’), a non-utility subsidiary 
service company of Middle South, have filed an applica 
tion-declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act’’), 
designating Sections 6(a), 7(a), 9(a), 10(a), 12(b) and 
12(f) of the Act and Rules 43 and 45 promulgated there 
under as applicable to the proposed transactions. All in 
terested persons are referred to said application-declara 
tion, which is summarized below, for a complete state 
ment of the proposed transactions 


Services has been authorized by this Commission to oper 
ate control facilities used to coordinate the bulk power 
generation and transmission system of the Middle South 
System (‘‘System’’) (Holding Company Act Release No 
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17056, dated March 19, 1971). Furthermore, Services has 
also been authorized by this Commission to operate 
electronic data processing facilities for the System (Hold 
ing Company Act Release No. 16044, dated April 24, 
1968). Pursuant thereto, Services has established and is 
operating a Systems Operations Center at Pine Bluff, 
Arkansas and a Computer Center at Gretna, Louisiana. 


Arkansas and Louisiana own certain microwave equip 
ment located at or near the Systems Operations Center 
and the Computer Center. Since the establishment of the 
System Operations Center and Computer Center, this 
particular microwave equipment has become primarily 
associated with the operations of the two Centers and is 
primarily used to tie the two Centers into the microwave 
communications network for Middie South System. To 
fulfill operational requirements of the System, additions 


to this microwave equipment presently are being installed. 


In view of the relationship of this particular microwave 
equipment to the two Centers, Services proposes to ac- 
quire from Arkansas and Louisiana, and Arkansas and 
Louisiana propose to sell to Services such microwave 
equipment, including the additions thereto. 


Services will acquire said microwave equipment and the 
additions thereto for a purchase price equal to the de- 
preciated original cost, including construction work-in- 
progress. The purchase price will be adjusted for any addi- 
tions and retirements occurring between May 31, 1973, 
and the last day of the month preceding the month of 
the date of the closing. It is contemplated that the closing 
date of the sales will be on or about September 4, 1973, 
for both the Arkansas and Louisiana equipment and that 
the total purchase price so computed will be approximate- 
ly $696,000. In addition to this amount, Services will 
compensate Arkansas and Louisiana for the latters’ com 
pletion, subsequent to the closing date, of the additions 
to the microwave equipment. This sum !s currently esti 


mated to be $40,000. 


To finance the cost of acquisition of, and additions to, 
the microwave equipment, and to provide funds for the 
presently contemplated expansion of Services’ staff, func 
tions and facilities, Services and Middle South propose to 


amend an existing Loan Agreement between them, dated 
January 12, 1972 (Holding Company Act Release No 
17379, dated November 30, 1971), to increase the total 


amount of allowable borrowings thereunder from 


$1,000,000 to $3,000,000. As of May 31, 1973 
ings by Services outstanding under the Loan Agreement 
amount to $800,000. Under the terms of the Loan Agree- 
ment, as amended, Services proposes, as and when re- 
quired, to issue and sell to Middle South, and Middle 
South proposes to acquire from Services, unsecured sub- 
ordinated notes. 


borrow 


The applicants-declarants state that no special and separa- 
ble fees, commissions or expenses are anticipated in con 
nection with the transactions proposed, except for the 
filing fee of S2,000 and other legal and related expenses 
estimated not to exceed $550. It is stated that no State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac 
tions 
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NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 28, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said application-declaration, which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or by 
mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney-at- 
law, by certificate) should be filed with the request. At 
any time after said date, the application-declaration, as 
filed or as it may be amended, may be granted and per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 

is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18052/August 7, 1973 


in the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 


(70-5362) 


ORDER AUTHORIZING ISSUE AND SALE OF 
$40,000,000 PRINCIPAL AMOUNT OF FIRST MORT- 
GAGE BONDS AT COMPETITIVE BIDDING 


New England Power Company (NEPCO), an electric 
utility subsidiary company of New England Electric Sys- 
tem, a registered holding company, has filed an applica- 
tion-declaration and amendments thereto with this Com- 
mission pursuant to Sections 6(a), 7, 9(a), 10, and 12 of 
the Public Utility Holding Company Act of 1935 (‘‘Act’’) 
and Rules 42(a) and 50 promulgated thereunder as applic- 
able to the following proposed transaction. 


NEPCO proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50, $40,000,000 prin- 
cipal amount of First Mortgage Bonds, SeriesS, ss % 
due ___... The interest rate (which shall be a multiple of 
1/8 of 1%) and the price, exclusive of accrued interest, to 
be paid to NEPCO (which shall not be less than the prin- 
cipal amount nor more than 102-3/4% thereof) will be 
determined by the competitive bidding. The Series S 














Bonds will bear interest from August 1, 1973. NEPCO 

will notify prospective bidders not later than 12 noon, on 
the second full business day prior to the time designated 
for the submission of bids (i) the date on which the Bonds 
shall mature, which date shall not be more than 30 years 
from August 1, 1973, and (ii) whether or not the Bonds 
shat! be redeemable during the first five years of their 
term, or some lesser portion thereof, in connection with 
refunding at a lesser effective interest cost to NEPCO. The 
Bonds will be issued under an Indenture of Trust and First 
Mortgage dated as of November 15, 1936, between 
NEPCO and New England Merchants National Bank (suc- 
cessor to the New England Trust Company), as Trustee, 

as amended and supplemented, and to be further supple- 
mented by an Eighteenth Supplemental Indenture, dated 
as of August 1, 1973. 


The net proceeds from the sale of the bonds will be used 
to reduce the amount of NEPCO’s outstanding short-term 
promissory notes, which were issued to pay for capitaliza- 
ble expenditures or to the reimbursement of its treasury 
therefor. 


The Massachusetts Department of Public Utilities, the 
New Hampshire Public Utilities Commission and the Ver- 
mont Public Service Board have authorized the proposed 
transaction. No other state commission or federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. Fees and expenses related to the 
proposed transaction are estimated at $115,000, including 
New England Power Service Company expenses (at cost) 
of $40,000, Trustee’s fees and expenses of $8,000 and 
accounting fees of $6,000. The fees and expenses of 
counsel for the bidders are estimated at $15,600 and will 
be paid by the successful bidders, except for $171 to be 
paid by NEPCO for Blue Sky filing fees. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18031), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the terms 
and conditions prescribed in Rules 24 and 50 promulgated 
under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. H unt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18053/August 7, 1973 


In the Matter of 


DELMARVA POWER & LIGHT COMPANY 
800 King Street 

Wilmington, Delaware 19899 

(70-5372) 


NOTICE OF PROPOSED ISSUE AND SALE OF PRE 
FERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Delmarva Power and 
Light Company (‘Delmarva’), a registered holding com 
pany, has filed a declaration with this Commission, pur 
suant to the Public Utility Holding Company Act of 
1935 (‘‘Act’’), designating Sections 6 and 7 of the Act 
and Rule 50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are referred 
to the declaration, which is summarized below, for a com 
plete statement of the proposed transaction 


Delmarva proposes to issue and sell, subject to the com 
petitive bidding requirements of Rule 50, 150,000 shares 
of its cumulative preferred stock, par value $100 per 
share. The dividend rate of the preferred stock (which 
will be a multiple of .04%) and the price, exclusive of 
accrued dividends, to be paid to Delmarva (which will be 
not less than $100 per share nor more than $102.75) will 
be determined by the competitive bidding. The terms of 
the preferred stock include a prohibition until October 1, 
1978, against redeeming the preferred stock, directly or 
indirectly, with funds derived from the issuance of debt 
securities at a lower effective interest cost or other pre 
ferred stock at a lower effective dividend cost 


The net proceeds from the sale of the preferred stock will 
be applied toward the retirement of the Company’s First 
Mortgage and Collateral Trust Bonds, 3% Series, due 
October 1, 1973. 


A statement of the fees and expenses to be incurred in 
connection with the proposed transaction will be filed by 
amendment. It is represented that the Public Service Com- 
mission of Delaware has jurisdiction over the proposed 
issue Of preferred stock by Delmarva and that no other 
State commission or Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 31, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by said declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
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Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in 

this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18054/August 7, 1973 


See Securities Exchange Act Release No. 10325/August 7, 
1973. 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18055/August 7, 1973 


In the Matter of 


MICHIGAN CONSOLIDATED GAS COMPANY 
One Woodward Avenue 

Detroit, Michigan 48226 

(70-5368) 


NOTICE OF PROPOSED SHORT-TERM BORROWING 
FROM TRUST DEPARTMENT OF A BANK AND 
ISSUANCE AND SALE OF NOTES TO BANKS AND 
OR ISSUANCE AND SALE OF COMMERCIAL PAPER 


NOTICE IS HEREBY GIVEN that Michigan Consolidated 
Gas Company (‘‘Michigan Consolidated’’), a gas utility 
subsidiary company of American Natural Gas Company, a 
registered holding company, has filed an application-dec- 
laration and amendment thereto with this Commission 
pursuant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Sections 6 and 7 of the Act 
and Rules 42(b)(2), 50(a)(2) and 70(b)(2) promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the amended applica- 
tion-declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


Michigan Consolidated proposes, from time to time until 
September 1, 1974 and to the extent funds are available, 
to borrow up to a maximum of $12,000,000 outstanding 
at any one time from the Trust Department of the Na- 
tional Bank of Detroit (‘“Trust Department’’), which ad- 
ministers, as Trustee, pension and other funds of many 
corporations. It is stated that borrowings from the Trust 
Department will be made under an agreement between 
Michigan Consolidated and the Trust Department, on 
notes, at an interest rate (computed on a 360-day interest 
bearing basis) equivalent to the highest rate paid daily by 
General Motors Acceptance Corporation on its commercial 
paper with a maturity of 30 to 180 days. Michigan Con- 
solidated will be notified by the Trust Department of any 


272/SEC DOCKET 






change in the interest rate. The notes issued from January 
1 to June 30 will mature July 1 of the same year and 
those issued from July 1 to December 31 will mature 
January 1 of the following year. The Trust Department 
will have the right, however, to demand payment at any 
time of all or any part of the principal of the loan or 
loans outstanding. Michigan Consolidated will have the 
right to repay the notes at any time without penalty. 
Michigan Consolidated proposes to report quarterly to 
the Commission the amounts borrowed from the Trust 
Department and the interest rate thereon. It is further 
stated that under terms of an identical arrangement of 
September, 1972 with the Trust Department (Holding 
Company Act Release No. 17677, dated August 29, 
1972), borrowings thereunder ranged from a low of 
$7,311,000 on April 23, 1973 to a high of $11,991,000 
on January 15, 1973. If borrowings from the Trust De- 
partment should decline below $6,000,000, it may be 
necessary, depending upon the amount of borrowings 
from the banks and commercial paper outstanding, to 
supply the required funds for a short time by a temporary 
drawing down of Michigan Consolidated’s cash balances. 
The Trust Department has a continuous flow of funds 
from its internal operations and follows a practice of 
pooling these funds and loaning them to various corpora- 
tions through its nominee, Trussal & Co., so that Michigan 
Consolidated anticipates always having a minimum of 
$6,000,000 available from this source. 


Michigan Consolidated states it has obtained lines of credit 
from a group of six commercial banks (herein collectively 
referred to as ‘’Banks’’) providing for bank borrowings on 
its promissory notes (‘‘Notes’’). The Banks and their re- 
spective commitments are as follows: 


Amount of 
Name of Bank Commitment 


National Bank of Detroit, Detroit, 


Michigan $12,000,000 
First National City Bank, New York, 

New York 8,000,000 
The Chase Manhattan Bank, New York, 

New York 5,000,000 
Manufacturers Hanover Trust Company, 

New York, New York 4,000,000 
The Detroit Bank & Trust Company, 

Detroit, Michigan 3,000,000 
Manufacturers National Bank of Detroit, 

Detroit, Michigan 3,000,000 

$35,000,000 


Michigan Consolidated states the Notes will be unsecured 
and will be issued in varying amounts commencing in 
September, 1973 and from time to time as funds are re- 
quired by Michigan Consolidated. There is no commit- 
ment fee, closing or other related charges payable to the 
Banks in connection with the bank borrowings. The Notes 
may be prepaid at any time without penaity. If any Notes 
are prepaid, new Notes may be issued provided that the 
aggregate principal amount of Notes outstanding at any 
one time does not exceed $35,000,000. The Notes will be 
dated as of the date of issuance and will mature Septem- 
ber 1, 1974. Each Note will bear interest at the prime 
rate in effect at the lending bank on the date of each bor- 
rowing and will be adjusted to the prime rate effective 
with any change in said rate. Interest shall be payable at 
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the end of each 90-day period subsequent to the date of 
the first borrowing and at maturity. As a condition of 
these lines of credit, Michigan Consolidated is required to 
maintain compensating balances with the Banks. If it is 
assumed that these balances are maintained solely in 
order to fulfill the compensating balance requirement, the 
effective cost is thereby increased by approximately one 
and one-half percent above the stated rates, based upon a 
prime rate of 8-3/4%. 


Michigan Consolidated proposes, in lieu of borrowing 
under the lines of credit, to issue and sell from time to 
time commercial paper payable to bearer, with maturities 
not later than September 1, 1974, in the aggregate face 
amount not to exceed $35,000,000 outstanding at any 
one time. The commercial paper will be sold to Goldman, 
Sachs & Co., a New York, New York dealer in commer- 


cial paper. The commercial paper will have varying maturi- 


ties of not more than 270 days after the date of issue and 
will be issued and solid in varying denominations of not 
less than $50,000 and not more than $2,000,000 directly 
to Goldman, Sachs & Co. at a discount which will not be 
in excess of the discount rate per annum prevailing at the 
date of issuance for commercial paper of comparable 
quality and like maturities. Michigan Consolidated pro- 
poses to sell commercial paper only so long as. the effec- 
tive interest cost for such commercial paper does not ex- 
ceed the equivalent cost of borrowings from commercial 
banks (after taking into consideration compensating bal- 
ances) on the date of sale, except for commercial paper 
of maturity not exceeding 90 days issued to refund out- 
standing commercial paper, if, in the judgment of Michi- 
gan Consolidated, it would be impractical to borrow from 
commercial banks to refund such outstanding commercial 
paper. 


No commission or fee will be payable by Michigan Con- 
solidated in connection with the issue and sale of such 
commercial paper notes. Goldman, Sachs & Co., as prin- 
cipal, will reoffer such notes at a discount not to exceed 
1/8 of 1% per annum less than the prevailing discount 
rate to Michigan Consolidated. Such notes will be reof- 
fered to not more than 200 identified and designated cus- 
tomers in a list (non-public) prepared in advance by Gold- 
man, Sachs & Co. and no additions will be made to the 
customer list without approval of this Commission. It is 
anticipated that the commercial paper will be held by cus- 
tomers to maturity; however, if any commercial paper is 
repurchased by Goldman, Sachs & Co., such paper will be 
reoffered only to others in the group of 200 customers. 
Michigan Consolidated proposes to report quarterly to the 
Commission pursuant to Rule 24 the amounts issued and 
sold by Goldman, Sachs & Co. and the discount thereon. 


In July 1973 Michigan Consolidated sold $35,000,000 
principal amount of first mortgage bonds and 400,000 
shares of its common stock ($14 per share par value) for 
$5,600,000 (Holding Company Act Release No. 18011, 
June 28, 1973). Part of the proceeds will be used +to re- 
tire $17,000,000 of outstanding bank loans due 

August 31, 1973 (Holding Company Act Release No. 
17677, August 29, 1972). The remaining net proceeds to- 
gether with the borrowings herein requested will be used 
to partially finance the Company’s 1973 construction pro- 
gram (estimated at $91,000,000). It is anticipated that 
funds required to retire the borrowings herein requested 


will ultimately be obtained from additional long-term 
financing and funds generated internally. 


Michigan Consolidated states that the total amount of 
proposed borrowings from the Trust Department, 
Banks and or the issuance and sale of commercial 
paper will not exceed $41,000,000 outstanding at any 
one time, 


Michigan Consolidated also plans to borrow, pursuant 
to the exemption contained in Section 6(b) of the Act, 
up to $26,000,000 to partially finance current inven- 
tory of gas placed in underground storage. It is stated 
that funds are generated in an amount sufficient to 
repay these borrowings as the inventory gas is sold to 
meet the winter demand of customers. 


Fees and expenses incident to the proposed transac- 
tions are estimated at $3,000, including counsel fees 
of $500. The application-declaration as amended states 
that no approval or consent of any regulatory body 
other than this Commission is necessary for the con- 
summation of the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than August 31, 1973, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by the application-declara- 
tion, as amended, which he desires to controvert; or he 
may request that he be notified should the Commission 
order a hearing in respect thereof. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit or, ir case of an attorney-at-law, by certificate) 
should be filed with the request. At any time after said 
date, the application-declaration, as amended or as it may 
be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 

as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is ord- 
ered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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In the Matter of 


PACIFIC INVESTMENT FUND, LTD. 
301 Liberty Bank Building 

99 North King Street 

Honolulu, Hawaii 96817 

(811-695) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8&(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (‘Act’), to declare by order upon its own 
motion that Pacific Investment Fund, Ltd. (‘“Fund’’), regis- 
tered under the Act as an open-end, diversified management 
investment company, has ceased to be an investment com- 
pany. 


Fund was organized as a Hawaiian corporation on Septem- 
ber 1, 1955, and registered under the Act by filing a Form 
N-8A Notification of Registration on October 17, 1955, 
and a Form N-8B-1 Registration Statement on October 27, 
1955. 


The Commission's records disclose that at an annual meet- 
ing held on March 18, 1959, shareholders approved the 
liquidation and dissolution of the Fund, and on September 
28, 1959, the Trustees for creditors and stockholders of the 
Fund informed the Commission that such liquidation and 
dissolution was completed by that date and that registra- 
tion of the Fund under the Act should be terminated. 
Fund also ceased offering its shares to the general public 
on November 30, 1958. 


Section 8(f) of the Act, provides, in pertinent part, that 
when the Commission finds a registered investment com- 
pany has ceased to be an investment company, it shall so 


declare by order, and upon the effectiveness of such order, 


which may be issued upon the Commission’s own motion 
when appropriate, the registration Gf such company shal! 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 31, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a staternent as to the nature 
of his interest, the reason for such request, and the issues, 
if any, of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon the Fund at the address set forth 
above. Proof of such service (by affidavit, or in case of 
an attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
matter may be issued by the Commission upon tie basis 
of the information stated herein, unless an order for a 
hearing shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered wil! receive notice 
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of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7925/August 6, 1973 


In the Matter of 


BUNKER HILL INCOME SECURITIES, INC. 
9200 Sunset Boulevard, Suite 930 

Los Angeles, California 90069 

(812-3484) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTIONS 15(a) AND 16(a) OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Bunker Hill Income 
Securities, Inc. (‘‘Appiicant’’), a diversified, closed-end 
management investment company, in connection with a 
proposed public offering of shares of its common stock, 
has filed an application pursuant to Section 6(c) of the 
Investment Company Act of 1940 (the ‘‘Act’’) for an 
order of exemption from Sections 15(a) and 16(a) of the 
Act to the extent necessary to permit Security Pacific 
National Bank to serve as investment adviser of the Ap- 
plicant pursuant to a written investment advisory contract 
approved by the Applicant’s Board of Directors even 
though such contract has not been approved by a vote of 
the shareholders of the Applicant, and to permit directors 
of the Applicant to serve as directors without having been 
elected to such positions by the shareholders of the Ap- 
plicant, such exemptions to be effective until the meeting 
of shareholders to be held within 180 days after the 
effective date of the Applicant’s Registration Statement 
on Form S-4 filed under the Securities Act of 1933 (the 
“1933 Act’’). All interested persons are referred to the 
application on file with the Commission for a statement 
of the representations contained therein, which are sum- 
marized below. 


Applicant, at present, has no shareholders, but proposes to 
issue up to 4,400,000 shares of its common stock when 
its 1933 Act Registration Statement becomes effective. 
Applicant also proposes to enter into an investment ad- 
visory agreement with Security Pacific National Bank 
under which the bank will serve as investment adviser of 
the Applicant. 


Section 15(a) of the Act provides, in part, that a person 
may not serve as an investment adviser of a registered in- 
vestment company except pursuant to a written contract 
which has been approved by a vote of a majority of the 
outstanding voting securities of such registered invest- 
ment company, and Section 16(a) of the Act provides, 
with limited exceptions not here relevant, that no person 
shall serve as a director of a registered investment com- 
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pany unless elected to that office by the holders of the 
outstanding voting securities of such company. Inasmuch 
as the Applicant has no shareholders to date, the invest- 
ment advisory contract has not been approved by the 
shareholders and the Board of Directors of the Applicant 
has not been elected by the shareholders. 


The application states that the proposed investment ad- 
visory contract will comply with the provisions of the 
Act in all respects except as to necessary advance share- 
holder approval provided in Section 15(a) of the Act, and 
that the persons serving as directors of the Applicant will 


meet all of the requirements of the Act except the require- 


ments of Section 16(a) that they be elected to that office 
by holders of the outstanding voting securities of the Ap- 
plicant and that at least 2/3 of the directors in office 
have been elected by shareholders of the Applicant. 


The application states that the entire Board of Directors 
will stand for election, and the investment advisory con 
tract will be presented for approval, at the meeting of 
shareholders to be held within 180 days after the effective 
date of the Applicant's 1933 Act Registration Statement, 
and that the prospectus to be used by the Applicant in 
connection with the sale of its shares of common stock 
will contain full appropriate information concerning the 
directors and investment advisory contract. 


Applicant submits that the requested exemptions from 
the provisions of Sections 15(a) and 16(a) of the Act are 
necessary and appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security or transaction, or any class or 
classes of persons, securities or transactions from the pro- 
visions of the Act and Rules promulgated thereunder if 
and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than August 31, 1973 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature 
of his or her interest, the reason for such request, and the 
issues of fact or law proposed to be controverted, or he 
or she may request that he or she be notified if the Com- 
mission shall order a hearing thereon. Any such commun- 
ication should be addressed: Secretary, Securities and Ex- 
change Commissien, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon Applicant at the 
address stated above. Proof of such service (by affidavit 
or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. At any time 
after said date, as provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order dispos- 
ing of the application herein may be issued by the Com- 
mission upon the basis of information stated in said ap- 
plication, unless an order for hearing upon said applica- 
tion shall be issued upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 


vice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment Man 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7926/August 7, 1973 


RULE AMENDMENTS (1) REQUIRING INVESTMENT 
COMPANIES TO SUBMIT PROPOSED PUBLIC 
NOTICES OF PENDING APPLICATIONS FOR EX- 
EMPTIONS AND (2) DELETING REFERENCE TOA 
DATE TO BE SPECIFIED IN THE NOTICE WHEN AN 
ORDER WILL ISSUE OF COURSE UNLESS A HEAR.- 
ING IS ORDERED PRIOR THERETO 


The Securities and Exchange Commission published 
notice in Investment Company Act Release No. IC-7535 
on December 1, 1972, and in the Federal Register issued 
on December 21, 1972 (37FR 28198) that it had under 
consideration the amendment of Rules O-2 and O-5 
under the Investment Company Act of 1940 (‘‘Act’’) pur 
suant to Section 38(a) of the Act. The notice invited all 
interested persons to comment on the proposed amend 
ments on or before January 3, 1973. After taking the 
letters of comment received into consideration, the Com 
mission has determined to adopt the amendments in the 
following form: 


Rule O-2 


Rule O-2 under the Act, “‘“General Requirements of Papers 
and Applications,”” specifies procedures to be followed by 
persons in filing papers and applications with the Commis 
sion and prescribes a format for their preparation. The 
Commission is now amending this rule by adding a new 
paragraph (g) which will require applicants under the Act 
to submit proposed notices which might be used by the 
Commission in giving public notice of the applications. 
This procedure is designed to facilitate the processing of 
applications. To insure that draft notices submitted for 
this purpose are subject to the verification requirements 
of Rule O-2(d) under the Act, the rule as adopted also 
makes clear that the proposed notice will constitute a 
formal exhibit to the application. 


The Commission received one comment on this proposed 
procedure which expressed the hope that the requirement 
of a draft notice was not “‘placing a burden on applicants 
to furnish information which goes beyond what is present- 
ly required in the application itself.’’ This is not the intent 
of the amendment. Notices are designed to inform the 
public of the nature of the underlying transaction or mat- 
ter; and, like the applications they accompany, they 
should contain the relevant, material facts and present 
factual summaries in a manner that is balanced, complete, 
and otherwise suitable for issuance as a public notice. 
Applicants should be aware that proposed notices may not 
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be published by the Commission in the precise form sub- 
mitted. The amended rule does not contemplate the sub- 
mission of a proposed Commission order by which the 
relief sought by the application might be granted because 
experience with the submission of such orders by appli- 
cants seeking ‘‘expedited treatment’ pursuant to the in- 
structions contained in Investment Company Act Release 
No. 5632 has demonstrated that such orders may not be 
particularly helpful. 


Accordingly, the Securities and Exchange Commission, 
pursuant to authority granted to it in Section 38(a) of 
the Act, hereby amends Rule O-2 by adding a new para- 
graph (g) reading as follows: 


Rule O-2 General Requirements of Papers and Applica- 
tions. 

(g) Proposed notice. A proposed notice of the proceed- 
ing initiated by the filing of the application shall accom- 
pany each application as an exhibit thereto and, if neces- 
sary, shall be modified to reflect any amendments to such 
application. 


** * © & * 


Rule O-5 


Rule O-5 under the Act presently provides, in pertinent 
part, that “‘with respect to any proceeding initiated by 
the filing of an application, or upon the Commission's 
own motion, pursuant to any section of the Act or any 
rule or regulation thereunder, unless in the particular case 
a different procedure is provided: .. . 


“(b) An order disposing of the matter will be issued as of 
course on a date to be specified in the notice, unless prior 
to such date the Commission orders a hearing on the 
matter.” 


It appears to the Commission that the procedure described 
above is neither appropriate nor practical. Under current 
practice, notices contain no exact date when “’(a) an 
order disposing of the matter will be issued.’’ Instead, as 
prescribed by Rule O-5(a), they merely specify the date 
by which interested persons who wish to do so must re- 
quest a hearing on the matter and provide that an order 
disposing of the matter may be issued at any time after 
that date. In Act Release No. IC-7535, the Commission 
proposed to delete present paragraph (b) of Rule O-5 and, 
as a consequence thereof, to redesignate the subsequent 
paragraphs. One comment received on this proposal sug- 
gested that, instead of eliminating paragraph (b), it be 
modified to eliminate the setting of a specific date as of 
which an order would be issued. This comment has merit. 
It was also suggested, however, that the order would be 
issued, as of course, unless the Commission ordered a 
hearing prior to the expiration of the period for com- 
ment. This feature might be impracticable since a request 
for a hearing might be received a day or two before the 
expiration of the period for the receipt of such requests 
and for ordering a hearing. In such a situation, there 
would be insufficient time for the Commission to evaluate 
the request and determine whether a hearing should be 
held or not. Consequently, paragraph (b) will be retained 
but revised to simply provide that an order disposing of 
the matter will be issued as of course, following the ex- 
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piration of the specified period, unless the Commission 
thereafter orders a hearing on the matter. 


The Securities and Exchange Commission, pursuant to 
authority granted to it in Section 38(a) of the Act, here 
by amends Rule O-5 by revising paragraph (b). Since 
paragraph (b) is not to be deleted as was proposed, there 
is no need to redesignate paragraphs (c) and (d). 


As so amended Rule O-5 reads as follows: 


Rule O-5 Procedure With Respect to Applications and 
Other Matters. 


The procedure herein below set forth will be followed 
with respect to any proceeding initiated by the filing of 
an application, or upon the Commission’s own motion, 
pursuant to any section of the Act or any rule or regula- 
tion thereunder, unless in the particular case a different 
procedure is provided: 


(a) Notice of the initiation of the proceeding will be pub- 
lished in the Federal Register and will indicate the earliest 
date upon which an order disposing of the matter may be 
entered. The notice will also provide that any interested 
person may, within the period of time specified therein, 
submit to the Commission in writing any facts bearing 
upon the desirability of a hearing on the matter and may 
request that a hearing be held, stating his reasons therefor 
and the nature of his interest in the matter. 


(b) An order disposing of the matter will be issued as of 
course, following the expiration of the period of time 
referred to in paragraph (a), unless the Commission there- 
after orders a hearing on the matter. 


(c) The Commission will order a hearing on the matter, if 
it appears that a hearing is necessary or appropriate in 
the public interest or for the protection of investors, (1) 
upon the request of any interested person or (2) upon its 
own motion. 


(d) At the time of filing an application under the Act, the 
applicant or applicants shall pay to the Commission a 


total fee of $500 no part of which shall be refunded; how- 


ever, this fee shall not be applicable to (1) any applica- 
tion for deregistration of an investment company pursuant 
to Section 8(f) of the Investment Company Act if such 
company has assets of less than $100,000; or (2) any 
application pursuant to Section 9(c) of such Act. 

These amendments of Rules O-5 and O-2 will become 
effective on September 21, 1973. 


By the Commission. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7927/August 7, 1973 


See Securities Exchange Act Release No. 10325/August 7, 
1973. 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7928/August 7, 1973 


In the Matter of 


TDP&L INVESTMENT ACCOUNT “A”, INC. 
28 State Street 

Boston, Massachusetts 02109 

(812-3432) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) OF 
THE ACT 


TDP&L Investment Account “A”, Inc. (‘‘Applicant’’), a 
diversified, open-end management investment company 
registered under the Investment Company Act of 1940 
(the ‘‘Act’’), has filed an application pursuant to Section 
6(c) of the Act for an order of the Commission declaring 
that Henry R. Guild, Jr., shall not be deemed to be an 


interested person of Applicant or any of the current invest- 


ment advisers of Applicant, within the meaning of Section 
2(a)(19) of the Act, solely by reason of his status as a 
director of Trusteed Funds, Inc., a registered broker-dealer 
under the Securities Exchange Act of 1934. 


The Commission on July 13, 1973, issued a notice of fil- 
ing of said application (Investment Company Act Release 
No. 7897). The notice gave interested persons an oppor- 

tunity to request a hearing and stated that an order dis- 

posing of the application might be issued upon the basis 
of the information stated therein unless a hearing should 
be ordered. No such request has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 2(a)(19) of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt. 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7929/August 8, 1973 


Admin. Proc. File No. 3-3578 
In the Matter of 

FRANKLIN NATIONAL BANK 
410 Madison Avenue 

New York, New York 


SECURITY PACIFIC NATIONAL BANK 


561 South Spring Street 
Los Angeles, California 


NATIONAL BANK OF NORTH AMERICA 
44 Wall Street 
New York, New York 


FINDINGS AND ORDER OF CENSURE 


Franklin National Bank, Security Pacific National Bank 
and National Bank of North America, respondents in 
these proceedings pursuant to Section 9(b) of the Invest- 
ment Company Act, have submitted an offer of settle- 
ment. 


Under the terms of the offer, respondents, solely for the 
purpose of settlement and without admitting or denying 
the allegations of the order for proceedings, have consent- 
ed to findings that they willfully aided and abetted cer- 
tain violations alleged in that order and to the imposition 
of censures. 


Upon the recommendation of its staff, the Commission 
found respondents’ offer acceptable. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that respondents willfully aided and 
abetted violations by others of Sections 17(a)(3), 17(d), 
21(b) and 48(a) of the Investment Company Act and 

Rule 17d-1 thereunder. From September 1970 to March 
1971, respondents willfully aided and abetted transactions 
between the Susquehanna Corporation and its controlled 
affiliate, Pan American Sulphur Company (“PASCO”), 
which were both subject to the provisions of the Invest- 
ment Company Act, 1 whereby PASCO, as an induce- 
ment for the extension of the maturity date on respond- 
ents’ loans totaling $22 million to Susquehanna and a 
wholly-owned subsidiary and without the required prior 
approval of the Commission, purchased or renewed time 
certificates of deposit totaling $46.9 million from respond- 
ents and was made a party to a security agreement execut- 
ed by respondents which provided, among other things, 
that PASCO was to endeavor to effect the registration 
under the Securities Act of those of its shares held by 
Susquehanna at Susquehanna’s expense and at its or re- 
spondents’ request, that any private sales of securities 
pledged by Susquehanna as collateral, including PASCO 
shares, would be deemed to have been made in a commer- 
cially reasonable manner, that any shares of certain cor- 
porations affiliated with Susquehanna subsequently 
acquired by Susquehanna or any of its subsidiaries, includ- 
ing PASCO, would be subject to respondents’ liens, and 
that PASCO’s deposits with respondents would be subject 
to set off in case of Susquehanna’s default on its loans 
from respondents. 


In connection with their offer, respondents represented in 
mitigation that they believed in good faith that no applica- 
tion for exemption was required under the Investment 
Company Act or Rule 17d-1 thereunder and that the 
transactions were in no way improper; that the certificates 
of deposit were sold to PASCO on a nondiscriminatory 
basis at competitive rates; that the inclusion of PASCO in 
the provision of the security agreement which purported 
to create a security interest in PASCO’s assets was the 
result of a mutual mistake and the agreement, which bor 
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rowers’ reputable counsel had found lawful, expressly 


provided that nothing therein should be construed to con- 


travene the Investment Company Act. 


Respondents have undertaken to incorporate in their 


Operations manuals and implement specified remedial pro- 


cedures designed to assure, so far as is reasonably prac- 
tical, that no agreement respecting the use of the assets 
or stock of an investment company shall be requested or 
accepted as an inducement for an extension of credit to 
an affiliated person without the Commission's approval 
with the exception of routine pledges of an investment 
company’s stock in connection with normal commercial 
practice. Respondents’ offer provides that they may be 
censured but on the condition that the Commission does 
not find it appropriate in the public interest to prohibit 
respondents or persons associated with them from serving 
in the investment company industry in any of the capaci- 
ties enumerated in Section 9(b) of the Investment Com- 
pany Act and the Commission does not issue any further 
order under any of the securities acts based on the find- 
ings herein. 


In view of the foregoing, it is in the public interest to 
impose sanctions of censure as specified in the offer of 
settlement. 


Accordingly, 1T 1S ORDERED, subject to the above con- 
ditions, that Franklin Nationa! Bank, Security Pacific Na- 
tional Bank and National Bank of North America be, and 
they hereby are, censured. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1During the relevant period, PASCO and all persons in 
their relations and transactions with it were, pursuant to 
a Commission order, subject to the provisions of the In- 
vestment Company Act as though PASCO were a regis- 
tered investment company, with certain exceptions not 
pertinent to these proceedings. Pan American Sulphur 
Company, \Investment Company Act Release No. 5146 
(November 1, 1967). In January 1972 PASCO became 
registered as a closed-end management investment com- 
pany and on January 10, 1973 was deregistered pursuant 
to Section 8(f) of the Investment Company Act. 


2The above findings bind only the respondents named 
in the caption and are not binding on any other respond- 
ent named in the order for proceedings. 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7930/August 8, 1973 


In the Matter of 


INDUSTRIES EXCHANGE FUND, INC. 
711 Polk Street 

Houston, Texas 77002 

(811-1390) 
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ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On July 10, 1973, a notice was issued (Investment Com 
pany Act Release No. 7891) of an application filed pur 
suant to Section 8(f) of the Investment Company Act of 
1940 (“Act’’) for an order declaring that Industries Ex- 
change Fund, Inc. (‘‘Applicant’’) has ceased to be an in 
vestment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued on the basis of the informa- 
tion stated therein unless a hezring should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accord- 
ingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Industries Exchange Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7931/August 9, 1973 


In the Matter of 


NUVEEN INCOME FUND, SERIES 1 
MONTHLY PAYMENT PLAN AND SUBSEQUENT 
SERIES ; 


IDS/NUVEEN INCOME TRUST, SERIES 1 
AND SUBSEQUENT SERIES 


and 


JOHN NUVEEN & CO., INCORPORATED 
209 South La Salle Street 

Chicago, Illinois 60604 

(812-3171) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 14(a) OF 
THE ACT 


1DS/Nuveen Income Trust, Series 1 (‘‘Series 1°’), a unit 
investment trust registered under the Investment Company 
Act of 1940 (‘‘Act’’) and all subsequent series and their 
sponsor, John Nuveen & Co., Incorporated (‘‘Nuveen’’) 
have filed an application for an order requesting that the 
order of the Commission dated June 16, 1972 (Invest- 
ment Company Act Release No. 7228) granting Nuveen 
and Nuveen Income Fund Series 1, Monthly Payment Plan 
an exemption from Section 14(a) of the Act, be modified 
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and amended to include and make applicable such exemp- 


tion to Series 1 and subsequent series. 


On July 20, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7903) of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application to amend the order dated June 16, 
1972, to include |DS/Nuveen Income Trust, Series 1 and 
Subsequent Series, within the exemption granted from 
Section 14(a) of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7932/August 9, 1973 


In the Matter of 


DREXEL HEDGE FUND, INC. 
1500 Walnut Street 

Philadelphia, Pennsylvania 19101 
(811-1693) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Drexel Hedge Fund, Inc. (‘‘Applicant’’), a diversified, 
open-end management investment company registered 
under the Investment Company Act of 1940 (the ‘‘Act’’), 
has filed an application pursuant to Section 8(f) of the 
Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as de- 
fined in the Act. 


The Commission oh July 10, 1973, issued a notice (In- 
vestment Company Act Release No. 7893) of the filing 
of the application. The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the matter might be issued on the basis of 
the information stated therein unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Drexel Hedge Fund, Inc. under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7933/August 9, 1973 


In the Matter of 


WISCONSIN LIFE FUND, INC. 
709 North Segoe Road 
Madison, Wisconsin 53705 
(811-1914) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


On July 10, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7892) that Wisconsin Life Fund, 
Inc. (‘Applicant’) an open-end, diversified management 
investment company registered under the Investment 
Company Act of 1940 (‘‘Act’’), had filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant had ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. Ac- 
cordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Wisconsin Life Fund, tic. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7934/August 9, 1973 


In the Matter of 
THE GNMA MORTGAGE-BACKED SECURITY FUND, 
SERIES 1 (AND SUBSEQUENT SERIES) 
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PAINE, WEBBER, JACKSON & CURTIS 
INCORPORATED 

140 Broadway 

New York, New York 10005 


DEAN WITTER & CO. INCORPORATED 
45 Montgomery Street 
San Francisco, California 94106 


REYNOLDS SECURITIES INC. 
120 Broadway 

New York, New York 10005 
(812-3478) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) FOR EXEMPTION FROM SECTION 14(a) 
OF THE ACT AND RULES 19b-1 AND 22c-1 THERE- 
UNDER AND PURSUANT TO SECTION 45(a) FOR 
CONFIDENTIAL TREATMENT 


NOTICE IS HEREBY GIVEN that The GNMA Mortgage- 
backed Security Fund, Series 1 (‘‘Fund’’), registered under 
the Investment Company Act of 1940 (‘‘Act’’) as a unit 
investment trust, and its sponsors, Paine, Webber, Jack- 
son & Curtis Incorporated, Dean Witter & Co. Incorpo- 
rated and Reynolds Securities Inc. (‘“Sponsors’’) (herein- 
after collectively referred to as ‘‘Applicants’’) have filed 
an application pursuant to Section 6(c) of the Act for an 
order exempting the Fund from the provisions of Section 
14(a) of the Act and exempting the frequency of the 
Fund's capital gains distributions and the secondary 
market operations of the Sponsors from Rules 19b-1 and 
22c-1, respectively, under the Act, and pursuant to Sec- 
tion 45(a) of the Act granting confidential treatment to 
profit and loss statements supplied by the Sponsors in 
connection with certain registration statements filed with 
the Commission from time to time. 


All interested persons are referred to the application on 
file with the Commission for a statement of Applicants’ 
representations contained therein, which are summarized 
below. 


The exemptive order is requested for Series 1 and sub- 
sequent funds sponsored by the Sponsors and meeting 
the description of such Funds in the application. The 
Fund, Series 1 and each future Fund will be governed by 
a trust agreement for that Fund (hereinafter called the 
“Trust Agreement’) under which the Sponsors will act as 
such and United States Trust Company of New York will 
act as Trustee and Evaluator. The Trust Agreement for 
each Fund will contain standard terms and conditions of 
trust common to all Funds. Pursuant to the Trust Agree- 
ment, the Sponsors will deposit with the Trustee not less 
than $5,000,000 principal amount of underlying Mort- 
gage-backed Securities (hereinafter called the ‘‘Securities’’) 
which the Sponsors shall have accumulated for such pur- 
pose. Simultaneously with such deposit the Trustee will 
deliver to the Sponsors registered certificates for not less 
than 5,000 Units, which will represent the entire owner- 
ship of the Fund. These Units are in turn to be offered 
for sale to the public by the Sponsors. 


It shall be noted that the Securities will not be pledged 
or be in any other way subjected to any debt at any 
time after the Securities are deposited in the Fund. All of 
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the Securities will be GNMA Mortgage-backed Securities 
the principal and interest on which is guaranteed as to 
payment by the Government National Mortgage Associa- 
tion. The Sponsors have accumulated the Securities for 
the purpose of deposit in Series 1 of the Fund and will 
follow a similar procedure of accumulating the Securities 
for each future Fund. In selecting the Securities, the fol- 
lowing factors are considered: (1) the variety of mortgage- 
backed securities available, (2) the price of the Securities 
relative to other comparable mortgage-backed securities, 
(3) maturities of such Securities, (4) the issuers of such 
Securities and (5) the location of the mortgaged proper- 
ties collateralizing such Securities. 


Each Fund will consist of the underlying Securities, such 
mortgage-backed securities as may continue to be held 
from time to time in exchange or substitution for any of 
the Securities upon certain refundings, accrued and un- 
distributed interest and undistributed cash. Certain of the 
Securities may from time to time be sold under circum- 
stances set forth in the Trust Aareement or may be re- 
deemed or may mature in accordance with their terms. 
The proceeds from such dispositions will be distributed to 
holders of units (‘‘Units’’) of the Fund and not reinvested. 
There is no provision in the Trust Agreement for Series 1 
of the Fund, and there will be no provision in the Trust 
Agreement for any future Series, for the sale and reinvest- 
ment of the Securities, and such activity will not take 
place. Reference is made to the Trust Agreement and to 
the Prospectus for the Fund for a full explanation of the 
operation of the Funds. 


Each Unit for a particular Fund will represent a fractional 
undivided interest in that Fund. The numerator of the 
fractional undivided interest represented will be 1 and the 
denominator will be equal to the number of Units then 
outstanding in the Fund. Units of each Fund will be re- 
deemable. In the event that any Units shall be redeemed, 
the denominator of the fraction will be reduced and the 
fractional undivided interest represented by such Unit in- 
creased. Units will remain outstanding until redeemed or 
until the termination of the Trust Agreement. The Trust 
Agreement may be terminated by 100% agreement of the 
Unitholders of the Fund, or, in the event that the value 
of the Securities shall fall below 20% of the principal 
amount of Securities originally deposited in the Fund, 
upon direction of the Sponsors to the Trustee and shall 
be automatically terminated on a date 50 years after the 
date of its creation. There is no provision in the Trust 
Agreement for Series 1 of the Fund and there will be no 
provision in the Trust Agreements for future Funds, for 
the issuance of any Units after the initial offering of Units 
(except to the extent that the secondary trading by the 
Sponsors in the Units is deemed the issuance of Units 
under the Act) and such activity will not take place. 


Following the deposit of Securities for each Fund by the 
Sponsors with the Trustee, and following the declaration 
of effectiveness of that Fund’s registration statement 
under the Securities Act of 1933 and clearance by the 
securities authorities of various States, the Sponsors will 
offer the Units of that Fund to the public at the public 
offering price set forth in the Prospectus, plus accrued 
interest. 


Whiie not obligated to do so, the Sponsors intend to 
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maintain a market for the Units of Series of Fund and 
continually offer to purchaser such Units at prices based 
on the aggregate of the then current offering prices of the 
Securities in the Fund. If the supply of Units exceeds 
demand, or for some other business reason, the Sponsors 
may discontinue purchases of Units at prices based on the 
offering prices of the Securities. In this event the Sponsors 
may nonetheless purchase Units, as a service to Unithold- 
ers, at a price based on the then current redemption value 
of those Units. In no event will the price offered by the 


Sponsors for repurchase of Units be less than the then cur- 


rent redemption value, based on the current bid prices for 
the Securities in the Fund. 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company (a) have a net worth of at least $100,000 
prior to making a public offering of its securities, (b) 
have previously made a public offering and at that time 
have had a net worth of $100,000 or (c) have made 
arrangements for at least $100,000 to be paid in by 25 
or fewer persons before acceptance of public subscrip- 
tions. 


On the Date of Deposit of the portfolio Securities for 
Series 1 of the Fund, and before any Unit of that Series 
is offered to the public, the application asserts that the 
Fund will have a net worth of at least $5 million repre- 
sented by the market value of the Securities deposited 
with the Trustee on that date. While the size of the port- 
folios of future Funds has not been established, the 
Sponsors. anticipate that in no event would the portfolio 
of any Fund be less than $5 million. 


In connection with this request for exemption, the 
Sponsors have agreed that they will refund on demand 
and without deduction, all sales charges to purchasers of 
Units of a Fund if, within 90 days from the time when 
that Fund becomes effective under the Securities Act, the 
net worth of the Fund shall be reduced to less than 
$100,000 or if the Fund shall have been terminated. The 
Sponsors further agree to instruct the Trustee on the 
Date of Deposit of each Fund that in the event redemp- 
tion by the Sponsors of Units constituting a part of the 
unsold Units shall result in that Fund having a net worth 
of less than $5 million, the Trustee shall terminate the 
Fund in the manner provided in the Trust Agreement and 
distribute all Securities and other assets deposited with 
the Trustee pursuant to the Trust Agreement as provided 
therein. The Sponsors further agree, in such event, to re- 
fund any sales charges to any purchaser of Units pur- 
chased from the Sponsors or any dealer participating in 
the underwriting on demand and without deduction. 


Rule 22c-1 


The application also seeks an order pursuant to Section 
6(c) of the Act exempting the secondary market opera- 
tions of Applicant’s Sponsors from the provisions of Rule 
22c-1 under the Act. The Sponsors propose to adopt the 
practice of valuing the Fund’s Units, for repurchase and 
resale by the Sponsors in the secondary market, at prices 
computed once a week as of the close of business on the 
last business day of the week, effective for all transac- 
tions made during the following week. The evaluation is 


to be made by Applicant’s Trustee and Evaluator, United 
States Trust Company of New York. 


Rule 22c-1 provides, in part, that redeemable securities of 
registered investment companies must be sold, redeemed 
or repurchased at a price based on the current net asset 
value (computed on each day during which the New York 
Stock Exchange is open for trading not less frequently 
than once daily as of the time of the close of trading on 
such Exchange) which is next computed after receipt of a 
tender of such security for redemption or of an order to 
repurchase or sell such security. 


Applicants assert that the pricing by the Sponsors in the 
secondary market in no way affects the Fund's assets, 
and that Unitholders benefit from such pricing procedure 
by receiving a normally higher repurchase price for their 
Units without the cost burden of daily evaluations of the 
Unit redemption value. In addition, the application states 
that the Sponsors have undertaken to adopt a procedure 
whereby the Evaluator, without a formal evaluation, will 
provide estimated evaluations on trading days. In the case 
of a purchase by the Sponsors, if the Evaluator cannot 
state that the previous Friday's offering side evaluation is 
at least equal to the current bid side evaluation, the 
Sponsors will order a new offering side evaluation for the 
purpose of such purchase. Also, in the case of such a pur- 
chase, if the Evaluator cannot state that the previous Fri- 
day’s offering side evaluation, to be paid to a Unitholder, 
is no more than one-half point lower that the current 
offering side evaluation, a full evaluation will be ordered 
to determine the current offering side evaluation to be 
paid the Unitholder. In the case of sale by the Sponsors, 
if the Evaluator cannot state that the previous Friday's 
offering side evaluation is no more than one-half point 
{$5 on the purchase of a unit representing approximately 
$1,000 face amount of underlying Securities) greater than 
the current offering side evaluation, a full evaluation will 
be ordered. Applicants assert that this procedure will 
minimize the risk to the selling Unitholders of the Units 
without imposing the expense of daily evaluations upon 
the Fund's investors. 


Rule 19b-1 


Rule 19b-1(a) under the Act provides, in substance, that 
no registered investment company which is a ‘‘regulated 
investment company” as defined in Section 851 of the 
Internal Revenue Code shall distribute more than one 
capital gain distribution in any one taxable year. Para- 
graph (b) of the Rule contains a similar prohibition for a 
company not a “regulated investment company” but per- 
mits a unit investment trust to distribute capital gain dis- 
tributions received from a “regulated investment com- 
pany” within a reasonable time after receipt. 


Distributions of principal and interest to Unitholders of 
the Fund are to be made on a monthly basis. Distribu- 
tions of principal constituting capital gains to Unitholders 
may arise in two instances: (1) prepayment of mortgages 
underlying the Securities in the Fund, including prepay- 
ment penalties; and (2) if Units redeemed by the Trustee 
and Securities from the portfolio are sold to provide the 
funds necessary for such redemption each Unitholder will 
receive his pro-rata portion of the proceeds form the Secu- 
rities sold. In such instances, a Unitholder may receive in 
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his distribution funds which constitute capital gains since 
in many cases the value of the portfolio Securities re- 
deemed or sold will have increased since the date of 
initial deposit. 


Paragraph (b) of Rule 19b-1 provides that a unit invest- 
ment trust may distribute capital gains received from a 
“regulated investment company” within a reasonable time 
after receipt. Applicants state that the purpose of this 
provision is to avoid forcing unit investment trusts to 
accumulate valid distributions received throughout the 
year and distribute them only a. year end. Applicants 
contend that their situation is within the intended objec- 
tives of this provision. However, in order to comply with 
the literal requirements of the Rule, a Fund would be 
forced to hold any moneys which would constitute capital 
gains upon distribution until the end of its taxable year. 
Applicants also contend that such a practice would clearly 
be to the detriment of the Unitholders. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is in- 
tended to guard to not exist in Applicants’ situation since 
the events which give rise to capital gains are independent 
of any action by the Sponsors and the Trustee. In addi- 
tion, it is alleged that the amounts involved ia a normal 
distribution of principal are relatively small in comparison 
to the normal interest distribution, at least during the 
early years of the Fund and dependent upon the amortiza- 
tion schedule of the underlying Securities, and such dis- 
tributions are clearly indicated in accompanying reports to 
Unitholders as a return of principal. 


Section 6(c) of the Act provides, in part, that the Com- 
mission may conditionally or unconditionally exempt any 
person, security, or transaction, or any class or classes of 
persons, securities, or transactions from any provisions of 
the Act or of any rules or regulations under the Act, if 
and to the extend such exemption is necessary or appro- 
priate in the public interest and consistent with the protec- 
tion of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Section 45(a) 


Applicants aiso seek an order of the Commission pursuant 
to Section 45(a) of the Act granting confidential treat- 
ment to the profit and loss statements of the Sponsors, 
submitted in connection with registration statements of 
Fund, Series 1 and Subsequent Funds, filed with the Com- 
mission from time to time. 


Section 45(a) of the Act provides in pertinent part that 
information filed with the Commission “‘shall be made 
available to the public, unless and except insofar as the 
Commission . . . by order upon application, finds that 
public disclosure is neither necessary nor appropriate in 
the public interest or for the protection of investors.” 


Applicants submit that public disclosure of the Sponsors’ 
profit and loss statements is neither necessary nor appro- 
priate in the public interest or for the protection of in- 
vestors. Investors in the Fund are not offered an oppor- 
tunity to acquire any interest whatsoever in the Sponsors. 
Apart from the Sponsors’ minimal obligation under the 
Trust Agreements to designate Securities for liquidation 
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by the Trustee to the extent necessary to provide funds 
for redemption (which obligation may be performed by 
the Trustee or successor Sponsors if not performed by 
the Sponsors), and certain other contingent supervisory 
responsibilities, the Sponsors have virtually no discretion- 
ary authority relating to the management of the Fund. 
Applicant states that the Sponsors thus function primarily 
as underwriters of the Fund. Applicants assert that there 
is no legitimate interest on the part of investors in the 
public disclosure of the profit and loss statements of the 
Sponsors, acting as underwriters from whom the Units are 
purchased. 


In addition, Applicants submit that to the extent that the 
Sponsors’ solvency may conceivably be thought relevant 
to the maintenance of the secondary market, the Spon- 
sors’ financial information which appears in the prospec- 
tus, contains adequate information in this regard. More- 
over, there is clear disclosure in the prospectus of the 
Sponsors’ right to terminate secondary market activities 
in a Fund at any time. Even in the absence of a secondary 
market, Unitholders nevertheless retain the protection of 
their right under the Trust Agreements to the redemption 
of their Units upon presentation of such Units to the 
Trustee. Upon such redemption, the Unitholders receive 
cash equal to the “Unit Value” of the Units computed 
with regard to the underlying assets of the Fund. The 
soundness of the investors’ interests in the Funds, it is 
stated, is solely a function of the value of the underlying 
Securities, the payment of principal of and interest on 
which is guaranteed by Government National Mortgage 
Association. Applicants thus represent that the profitabil- 
ity of the Sponsors will in no way enhance or diminish 
the prospect for an orderly payment of the underlying 
Securities. 


NOTICE IS FURTHER GIVEN that any interested: person 
may, not later than August 28, 1973, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such request and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the addresses stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 
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Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7935/August 10, 1973 


In the Matter of 


PROFESSIONAL PORTFOLIO FUND, INC. 
1600 Kapiolani Boulevard 

Honolulu, Hawaii 96814 

(811-1174) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT DECLARING THAT 
COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Professional Portfolio 
Fund, Inc. (‘‘PPF’’), formerly a Hawaii corporation regis- 
tered as an open-end, non-diversified management invest- 
ment company under the Investment Company Act of 
1940 (‘‘Act’’), has filed an application pursuant to Section 
8(f) of the Act for an order of the Commission declaring 
that PPF has ceased to be an investment company as de- 
fined in the Act. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations set forth therein which are 
summarized below. 


PPF stated that on May 11, 1973, its shareholders ap- 
proved the sale of substantially all of its assets in ex- 
change for shares of common stock of The Pegasus Fund, 
Inc. (‘Pegasus’), a Maryland corporation registered under 
the Act as an open-end, diversified management invest- 
ment company, and that such sale and exchange took 
place as of the close of business on such date. PPF further 
states that pursuant to the Agreement and Plan of Re- 
organization with Pegasus, the common stock received by 
PPF has been distributed to PPF’s shareholders. PPF rep- 
resents that all liabilities in connection with the sale and 
dissolution of PPF have been paid or assumed by Finan- 
cial Advisors, Inc., its former investment advisor; that the 
Investment Advisory Agreement pursuant to which PPF’s 
assets were managed by Financial Advisors, Inc. has been 
terminated; that on May 11, 1973 a Certificate of Dis- 
solution was filed by PPF with the Department of Regu- 
latory Agencies of the State of Hawaii and that the dis- 
solution of PPF was effective upon such filing under the 
laws of the State of Hawaii; and that as a result of the 
distribution of the shares of Pegasus received by PPF, 
PPF has no security holders. PPF further represents that 
as a result of the distribution of said Pegasus shares, PPF 
has no assets. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a reg- 
istered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 5, 1973, at 5:30 p.m., sub- 


mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request, and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
matter herein may be issued by the Commission upon the 
basis of the information stated in the application, unless 
an order for hearing upon said proposal shall be issued 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7936/August 10, 1973 


in the Matter of 


INDEX FUND, INC. 

c/o Charles E. McGuinness 
Suite 1115 

36 West 44th Street 

New York, New York 10036 
(811-1468) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 8(f) OF THE ACT DECLAR- 
ING COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that Index Fund, Inc. 
(““Applicant’’), © registered under the Investment Com- 
pany Act of 1940 (“‘Act’’) as an open-end diversified 
management investment company, has filed an application 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to be an 
investment company. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations therein, which are summar- 
ized below. 


The application states, among other things, that Applicant 
and the Pilgrim Fund, Inc., a Maryland corporation, also 
a registered investment company under the Act, entered 
into an Agreement and Plan of Reorganization (‘Plan’’) 
on November 8, 1972; that the shareholders of Applicant 
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approved the Plan on December 15, 1972; and that pur- 
suant to the Plan, Applicant sold substantially all of its 
assets to Pilgrim in exchange for shares of its $1.00 par 
value capital stock, which stock was then distributed to 
Applicant’s shareholders. As a result of the consummation 
of the Plan, Applicant has no assets other than sufficient 
cash to prosecute claims Applicant has pending in the 
United States District Court for the Southern District of 
New York. Such claims arose, according to the application, 
from actions taken by Mr. Robert R. Hagopian while he 
was President of both Applicant and its investment ad- 
viser, Meridian Management Corporation. A special bank 
account will be established for any net proceeds from 
these actions, which will then be distributed to Applicant's 
shareholders. 


The application further states that Applicant has ceased 
engaging in any business activity; that it has no plans to 
engage in any business activity in the future; and that it 
is effecting its dissolution pursuant to the corporation 
laws of Massachusetts. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a reg- 
istered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order, the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 4, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such communications 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail {air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed contem- 
poraneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
matter herein may be issued by the Commission upon the 
basis of the information stated in said application, unless 
an order for a hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7937/August 9, 1973 
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In the Matter of 


FUNDAMERICA OF JAPAN, INC. 
530 Fifth Avenue 

New York, New York 10036 
(812-3467) 


NOTICE OF APPLICATION FOR ORDER PURSUANT 
TO SECTION 6(c) OF THE ACT EXEMPTING PRO- 
POSED TRANSACTIONS FROM PROVISIONS OF 
SECTION 22(d) OF THE ACT AND RULE 22c-1 
UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Fundamerica of 
Japan, Inc. (the ‘‘Fund’’), registered as a diversified, 
open-end management investment company under the In- 
vestment Company Act of 1940 (the ‘“‘Act’’), has filed an 
application pursuant to Section 6(c) of the Act for ex- 
emption from Section 22(d) of the Act and Rule 22c-1 
under the Act to permit public offerings of Fund shares 
in Japan to non-United States nationals at public offer- 
ing prices which may differ from those described in the 
prospectus of the Fund used in the United States. All in- 
terested persons are referred to the application on file 
with the Commission for a statement of the representa- 
tions contained therein which are summarized below. 


The Fund, a corporation organized under the laws of 
Delaware, makes continuous offerings of its mutual fund 
shares in both Japan and the United States. The Japanese 
general distributors for the continuous offerings are the 
Nomura Securities Co., Ltd. (‘““Nomura’’), and Merrill 
Lynch, Pierce, Fenner and Smith, S.A. (Tokyo Branch) 
(“Merrill Lynch SA’). The distribution agreement between 
the Fund and the Japanese general distributors also con- 
templates block offerings of the Fund’s shares in Japan. 
Under this arrangement, Nomura and Merrill Lynch SA, 
without existing orders from investors, would purchase a 
fixed number of shares from the Fund at a price deter- 
mined in the manner described hereinafter and then resell 
such shares to investors. 


Section 22(d) of the Act requires, in substance, that the 
securities of a registered investment company may be sold 
to the public only at the current public offering price 
described in the prospectus of the company. 


Rule 22c-1 provides, in pertinent part, that a redeemable 
security must be sold at a price based on the current net 
asset value of the security which is next computed after 
receipt of an order to purchase such security. 


The Fund seeks an order, pursuant to Section 6(c) of the 
1940 Act, exempting it, and sales of its shares in Japan 
to non-United States nationals in proposed block offer- 
ings, from the provisions of Section 22(d) of the Act and 
Rule 22c-1 under the Act to the extent that these provi- 
sions would prevent such sales at prices which, though 
described in block offering prospectuses, would be other 
than the current offering prices described in the prospec- 
tuses used in respect to the continuous offering of the 
Fund’s shares in the United States and Japan, and at prices 
which would be based on net asset values determined 
prior to such sales to the public. 


In each block offering of shares of the Fund in Japan, 
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Nomura and Merrill Lynch SA would purchase shares 
from the Fund at the net asset value next computed in 
accordance with Rule 22c-1. Within a short period of 
time, generally expected to be no more than six business 
days, they would sell these shares in Japan solely to non- 
United States nationals. In accordance with Japanese 
marketing practices, the purchase price on resale would be 
the lesser of the price at which Nomura or Merrill Lynch 
SA purchased such shares from the Fund plus the applic- 
able sales charge or the net asset value determined as of 
the close of the market on the day previous to the resale 
plus the applicable sales charge. To protect the Fund 
from large scale redemptions if a block offering should 
fail, shares not sold during the block offering period 
would not be redeemed by Nomura and Merrill Lynch SA 
but would be retained and sold in a subsequent continu- 
ous offering at the net asset value next to be determined. 
Nomura and Merrill Lynch SA plan to offer Fund shares 
in block offerings solely in the manner and at public 
offering prices determined in the manner described above. 
Because of the time normally required to obtain an ex- 
emption under the Act, the Fund is seeking an exemption 
from Section 22(d) of the Act and Rule 22c-1 thereunder 
for any and all block offerings it may make in Japan in 
the manner previously described. The Fund states that 
such an exemption is necessary to enable it to compete 
effectively in Japanese capital markets. 


Section 6(c) of the Act authorizes the Commission, upon 
application, to exempt any person, security or transac- 
tion, or any class or classes of persons, securities or trans- 
actions, from the provisions of the Act and Rules promul- 
gated thereunder if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


The Fund represents that the exemption of said proposal 
from the provisions of Section 22(d) and Rule 22c-1 pur- 
suant to Section 6(c) is necessary and appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 4, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and the 
issues of fact or law proposed to be controverted, or he 
may request that he be notified if the Commission shall 
order a hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed-contem- 
poraneously with the request. At any time after said date, 
as provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 





tion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7938/August 10, 1973 


In the Matter of 


STRUTHERS CAPITAL CORPORATION 
630 Fifth Avenue 

New York, New York 10020 

(812-2343) 


NOTICE OF FILING OF APPLICATION FOR 
AMENDED ORDER PURSUANT TO SECTION 
6(c) EXEMPTING COMPANY FROM ALL 
PROVISIONS OF ACT 


NOTICE IS HEREBY GIVEN that Struthers Capital Cor- 
poration (‘Applicant’) a New York corporation, has filed 
an application pursuant to Section 6(c) of the Investment 
Company Act of 1940 (‘‘Act’’) for an amended order ex- 
empting it from all provisions of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations therein, 
which are summarized below. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person from any provisions of the 
Act, if and to the extent that such exemption is neces- 
sary or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Applicant, all of the capital stock of which consists of 
1,000 shares of Common Stock having a par value of 
$1.00 per share, is presently owned by Struthers Wells 
Corporation (“Struthers”). Applicant was formed by 
Struthers in April 1968 and has operated as a small busi- 
ness investment company (“SBIC”) licensed by ‘the Small 
Business Administration (“SBA”) under the Small Busi- 
ness Investment Act of 1958, as amended (“SBIA’’), since 
August 9, 1968 when Applicant acquired all of the busi- 
ness and assets of Developers Small Business Investment 
Corporation, a New Jersey corporation licensed under the 
SBIA. Applicant has previously received from the Com- 
mission an Order pursuant to Section 6(c) of the Act ex- 
empting Applicant from all provisions of the Act and the 
rules and regulations thereunder, subject to certain condi- 
tions (Investment Company Act Release No. 5461, 
August 9, 1968) (the ‘’Order’’). 


Applicant’s business consists of furnishing equity capital 
and making long-term loans to small businesses, and 
through a wholly owned subsidiary supplying manage- 
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ment, financial and other services on a fee basis to such 
small businesses. The major portion of revenues are de- 
rived from interest received on account of outstanding 
investments and certificates of deposit. At November 30, 
1972, Applicant and its subsidiary had total assets of 
$2,677,118 (exclusive of $1,992,516 of cash items), of 
which its investments (net of allowances for possible 
losses) amounted to $2,559,645. At May 31, 1973, such 
total assets aggregated $2,700,482 (exclusive of 
$1,839,000 of cash items), of which investments (net of 
allowances for possible losses) amounted to $2,592,380. 
At that date, Applicant had no debt securities, other than 
amounts payable to Struthers or to the Small Business 
Administration. For the year ended November 30, 1972, 
Applicant had total revenues of $278,788 and incurred a 
net loss of $17,162. For the six month period ended May 
31, 1973, Applicant had total revenues of $135,000 and 
operated on a break-even basis. 


Pursuant to a Stock Purchase Agreement, dated July 26, 
1973 (the ““Agreement’’), between Struthers and Pruden- 
tial Funds, Inc. (‘Prudential’), a Delaware corporation 
Struthers has agreed to sell and Prudential has agreed to 
buy all of the authorized, issued and outstanding shares of 
Applicant’s Common Stock for a cash consideration of 
$2,100,000. The Agreement provides that simultaneously 
with the sale of Applicant’s Common Stock, Struthers 
will purchase from Applicant the interest of Applicant in 
certain real property and related stock investments and 
advances for the amount of $636,335,50, which interests 
represent approximately 15% of the assets of Applicant. 
The Agreement has been approved by the Boards of 
Directors of Applicant, Struthers and Prudential and is 
subject to certain conditions, including the granting by 
the Commission of an amendment to the Order to permit 
the ownership of the shares of Applicant by Prudential 
under the same terms and conditions as specified in the 
Order. 


The transfer of all the outstanding stock: of Applicant 
from Struthers to Prudential will leave Applicant in its 
present status as a wholly owned subsidiary of an operat- 
ing parent whose shares are traded on the American Stock 
Exchange. Section 3(b)(3) of the Act excepts from the 
definition of investment company any issuer all of the 
outstanding securities of which (other than short-term 
paper and directors’ qualifying shares) are owned by a 
company primarily engaged in a business other than that 
of investing, reinvesting, owning, holding, or trading in 
securities. Applicant represents that Prudential is engaged, 
and intends to engage, primarily in businesses other than 
investing, reinvesting, owning, holding or trading in secu- 
rities and that Applicant upon consummation of the pro- 
posed transaction would continue to be excepted from 
status as an investment company, pursuant to Section 
3(b)(3), except for indebtedness of Applicant represented 
by subordinated notes and debentures held by the SBA. 
Applicant asserts that there is no public interest in regu- 
lating Applicant under the Act solely on the basis of such 
debt not held by Prudential, since the SBA is in a posi- 
tion under the provisions of the SBIA amply to protect 
itself with respect to this investment. 


Applicant has agreed that an amended order granting the 
application may be based upon conditions providing that 
no person other than Prudential or the SBA shall at any 
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time own any security of Applicant (other than short- 
term paper) and providing for the periodic filing with the 
Commission of certain financial and other information 
concerning Applicant and Prudential, and that such 

amended Order be applicable to permit the change in con- 
trol of Applicant from Struthers to Prudential and shall 
not apply to any other or further change of control, di- 
rectly or indirectly. 


Prudential was incorporated in Delaware on December 21, 
1965, under the name of Prudential Drilling Funds, Inc., 
and effective July 1, 1966, it took over the oil and gas 
management business of Prudential Oil Corporation which 
had been the manager of previous Prudential oil and gas 
programs since its original incorporation in Connecticut in 
1959. Since 1960, Prudential and its predecessor have 
publicly offered unit participations in and administered 
oil and gas exploration programs known as the Prudential 
Drilling Fund Programs (the ‘‘Programs’’), which provide 
facilities for unit participation by individuals in high in- 
come tax brackets in a number of oil and gas drilling 
ventures. Prudential also owns interests in oil and gas 
properties which have been acquired from time to time 
through the purchase of unit participations in certain of 
the Programs for its own account, and in certain instances 
by purchase from others. 


Prudential presently has three wholly-owned subsidiaries: 
Prudential Ventures Corp., a Delaware corporation which 
is registered as broker-dealer under the Securities Ex- 
change Act of 1934 and participates in the offering and 
sale of units in the Programs; Battery Park Resources 
Corp., a Delaware corporation, which owns certain real 
estate interests; and Connecticut Exploration Corp., a 
Connecticut corporation which holds title to certain 
Canadian leasehold interests and properties as nominee for 
participants in prior Programs administered by Prudential. 


Prudential employs approximately 50 persons, of which 
approximately 25 persons, including petroleum engineers 
and landmen, perform services in connection with the 
Programs and are located in Prudential’s oil and gas 
offices in Houston, Texas. Prudentiai’s principal executive 
offices are located at One New York Plaza, New York, 
New York 10004. 





Total consolidated revenues of Prudential and its sub- 
sidiaries for the fiscal year ended May 31, 1972 and for 
the nine months ended February 28, 1973, amounted to 
$3,567,000 and $3,514,000, respectively. Revenues 
attributable to Prudential’s oil and gas interests, net of 
operating expenses, amounted to approximately 45% of 
total consolidated revenues of Prudential and its subsidi- 
aries for the fiscal year ended May 31, 1972 and approxi- 
mately 55% of such total consolidated revenues for the 
nine months period ended February 28, 1973. Commis- 
sion income earned by Prudential and its subsidiaries from 
subscriptions to the Programs (from which revenues com- 
mission payments are made to N.A.S.D. members assisting 
in the offering and sale of unit participations in the Pro- 
grams) amounted to approximately 36% of consolidated 
total revenues for the fiscal year ended May 31, 1972 and 
approximately 35% of consolidated revenues for the nine 
months ended February 28, 1973. 


Total assets of Prudential and its subsidiaries at May 31, 
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1972 and February 28, 1973 aggregated $16,729,654 and 
$14,603,686, respectively, of which oil and gas interests 
(net of depreciation, depletion and amortization) aggre- 
gated $6,346,517 and $5,181,969, respectively. For the 
year ended May 31, 1972, Prudential and its subsidiaries 
incurred a consolidated net loss of $4,558,739 and for the 
nine months period ended February 28, 1973, a con- 
solidated net loss of $207,000 was realized. 


Prudential has concluded that diversification into the 
SBIC field, as an adjunct to its present operations, would 
allow it to use certain of its existing management and 
technical resources to assist Applicant in the infusion of 
venture capital into new businesses. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 29, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case of 

an attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, as 
provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an amended order disposing of 
the application herein may be issued by the Commission 
upon the basis of the information stated in said applica- 
tion, unless an order for hearing upon said application 
shall be issued upon request or upon the Commission's 
own motion. Persons who request a hearing or advice as 
to whether a hearing is ordered, will receive notice of 
further developments in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7939/August 10, 1973 


In the Matter of 


THE WISCONSIN LIFE INSURANCE 
COMPANY VARIABLE ACCOUNT A 

709 North Segoe Road 

Madison, Wisconsin 53705 

(811-1915) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that The Wisconsin Life In- 
surance Company Variable Account A (‘‘Applicant’’), reg- 
istered under the Investment Company Act of 1940 
(“Act”) as a unit investment trust, has filed an application 
pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to be an 
investment company as defined in the Act. All interested 
persons are referred to the application on file with the 
Commission for a satement of the representations con- 
tained therein, which are summarized below. 


Applicant has requested withdrawal of its registration 
statement on Form S-6 under the Securities Act of 1933 
which it filed in 1969 and which has never become effec- 
tive. Applicant represents that none of its securities have 
ever been offered or sold to the public, and that current 
business conditions do not warrant offering its securities 
at this time. Applicant further represents that it is a dor- 
mant trust engaging in no business activities. 


Section 3(c)(1) of the Act excepts from the definition of 
investment company any issuer whose outstanding securi- 
ties are beneficially owned by not more than 100 persons 
and which is not making and does not presently propose 

to make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a reg- 
istered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
taking effect of such order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than September 5, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reason for such request and the 
issues, if any, of fact or law proposed to be controverted, 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit or, in the case 
of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided by Rule O-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the application may be issued by the Commission upon 
the basis of the information stated in said application, un- 
less an order for a hearing upon said application shall be 
issued upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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LITIGATION 





Litigation Release No. 6011/August 3, 1973 
S.E.C. v. MAJOR D CORPORATION 


The Securities and Exchange Commission announced to- 
day that Judge Thomas A. Flannery of the U.S. District 
Court for the District of Columbia has entered a Default 
Judgment of Permanent !njunction requiring Major D Cor- 
poration (“Major D’’), Pasadena, California, to file certain 
delinquent periodic reports, and financial statements there- 
to, on Forms 10-K, 9-K and 10-0 with the Commission 
pursuant to the provisions of Section 13(a) of the Securi- 
ties Exchange Act of 1934 ("Exchange Act”) and the 
rules and regulations thereunder. The Court also enjoined 
Major D from further violations of Section 13(a) of the 
Exchange Act. 


The Commission had filed such complaint against Major 
D seeking mandatory court orders and injunctions on 
November 17, 1972. For further details see Litigation Re- 
lease No. 5632. 





Litigation Release No. 6012/August 6, 1973 
SEC v. AADAN CORPORATION (C.D. Ca.) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office and Jule B. Greene, Administrator of the 
Atlanta Regional Office of the Securities and Exchange 
Commission, announced the filing of a complaint, 

August 2, 1973, in the United States District Court for 
the Central District of California, at Los Angeles, naming 
as defendants Aadan Corporation, a Colorado corporation 
with offices in Anaheim, California and Delbert A. Free- 
man, Aadan’s former president (now a vice-president), 
seeking an injunction to prohibit further violations of the 
anti-fraud provisions of the Securities Act of 1933 and the 
Securities Exchange Act of 1934 and to prohibit further 
violations of the periodic reporting requirements of the 
Securities Exchange Act of 1934. 


For further information see Securities Exchange Act Re- 
lease 10049. 





Litigation Release No. 6013/August 6, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission 
and Paul J. Curran, United States Attorney for the 
Southern District of New York, announced that on July 
25, 1973, after a five week trial, Joseph Marando of 
Brooklyn, New York; Robert Feis of New York, New 
York; Stanley Peltz of Brooklyn, New York; Arthur 
Barardelli a/k/a Artie Gambino of Brooklyn, New York; 
and Lee Linder of Riverdale, New York, were found 
guilty by a federal jury of conspiracy and mail fraud in 


connection with the manipulation and price rigging of 

the common stock of All-State Metal Stamping, Inc. in 
September of 1971. 

All defendants were convicted of conspiracy to defraud. 
Peltz and Feis were convicted on 14 counts of mail fraud, 
while Marando, Linder and Barardelli were found guilty 
on seven mail fraud counts. Sentencing of all defendants 
was set for September 5, 1973. 


The investigation leading to the trial was conducted joint- 
ly by the United States Attorney’s Office and the New 
York Office of the Securities and Exchange Commission. 
The case was tried by John M. Walker, Jr., Assistant 
United States Attorney. 


Litigation Release No. 6014/August 7, 1973 





SEC v. THUNDERBIRD VALLEY, INC. (S.D. SD Civil 
Action No. 72-4100) 


The Denver Regional Office of the Securities and Ex- 
change Commission, today announced that the Honorable 
Fred J. Nichol, Chief Judge for the District of South 
Dakota, at Sioux Falls, entered an order of summary 
judgment of permanent injunction against defendants 
Thunderbird Valley, Inc., Joe S. Agers and George L. 
Clifton, enjoining them from violating the registration pro- 
visions of the Securities Act of 1933. The order was 
entered on July 19, 1973 pursuant to a ruling of July 11, 
1973 on the Commission’s motion for a summary judg- 
ment. 


For further information see Litigation Release 5644. 





Litigation Release No. 6015/August 8, 1973 


SEC v. AMERICAN ASSOCIATED SYSTEMS, et al. 
(C.A. 6) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced that the United States Court of Appeals, for 
the Sixth Circuit, Cincinnati, Ohio, affirmed an order for 
permanent injunction entered by the Honorable Mac 
Swinford, United States District Judge for the Eastern 
District of Kentucky, at Lexington, against Robert E. Lee 
of Lexington, Kentucky. The injunction enjoined Mr. Lee 
from violating the anti-fraud provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934 in 
connection with the offer and sale of the common stock 
of Belva Manor, Inc. and American Associated Financial 
Corp. Mr. Lee was the only defendant to contest the 
action. Default judgments were entered against the cor- 
porate defendants and injunctions by consent were entered 
against the other individual defendants. 


For further information, see Litigation Releases Nos.: 
4929, 5047, and 5067. 











